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Hearing in action entitled Securities & 
Exchange Commission v. James Anthony & 
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Relevant Docket Entries 


Proceedings 


Order of District Judge Charles M. 
Metzner approving recommended allowances 
in Amended Certificate (order appealed 
from). 


March 20, 1975 Appellant's motion for hearing and re- 
consideration of order of March 3, 
1975. 


April 2, 1975 Notice of Appeal from order of March 3, 
1975. 


April 7,. 1973 Order filed denying motion for re- 
hearing and reconsideration. 
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THE COURT: I think the first 
order of business that would be most helpfui to 
me is a briefing, and a sort of status report 
so that I can become current on this ere Then 
we can discuss any other business that appears 
to be relevant. 

MR. LIMAN: I have outlined, and 
I am prepared to give your Honor a State of the 
Union message here. 

I should start, really, by telling 
your Honor something about the brokerage house. 
James Anthony & CO-, Inc. is one of the large 
over-the-counter houses in New York. It seis 
to 40 trades of $l million a day, and yet 
records are in a state that can only be charactcr™ 
.ized as unbelievable. 

The Peat Marwick firm, at the request 
of Mr. Collins, took 4 look at the records of 
James Anthony & CO-, and said to me that in ali 
of their ycars of auditing theyhave never comc 
across a situation as bad as this. 

The last trial balance on tne records 
of James Anthony Was run in Noverber of 1967. 
was their last audit and they haven't done 4 Sis 


balance since then. 
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1969 Hearing i E 
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It is impossible to determine 
those records how much Anthony Owes, how mucn 
is owed to Anthony, what securities they have 


that might be out in other houses.’ ‘It is sheer 


- chaos. 


THE COURT: May I interrupt you for 


a moment. 
How long did these conditions persist 
that you have just described,as best they can be 


determined? 


MR. LIMAN: As best as we can determine 


there wasn't a trial balance run for over a ycar. 


- The accountant that represented them claims 


to be owed $18,000, and so they weren‘t even 
paying their accountant to keep it up As best 
we can tell, the house simply had not been kecping 
records since the over-the-counter market really 
got heated in the last year. 

It just gave up on the business of 
trying to keep current books. 

THE COURT: I hate to interrupt this 
continually, but I think I would like to set “hese 


points down while I have them fresh in minc. 


Where was the SEC all this time? 


March 21, 
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1969 Hearing in S.E.C. v. James Anthony & Co. 
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We were immediately retained 

attorneys, and after speaking to your Honor on 

March 4, 1969, we retained Professor Seligson 

of the firm of Seligson & Morris to render advice 

to us on the possibilities of bankruptcy and 

other matters relating to is field of specialty. 
We Pe PAO or beginning with the 

week of March 10, five employees to attempt to 

sort out the records of Anthony and to try to 

bring some order to the si accaiaek coy siheit we found 

there. We discovered, in trying to get employees, 

that the wages that you had to pay were eitremely 

high, that it was almost impossible to find 

people willing to undertake this job because this 


is a job that will come to an end soon and has no 


- future. 


At the ida atrilctec i the SEC, wnich 
we were appreciative of, we found two former SEC 
investigators, people who were familiar with record- 
keeping in Wall Street, and top men at this, men 
by the name of Bradicich and Darby. Their price 


was $150 a day, and despite the fact that it was 


such an excessive, such an extremely high amount, 


we thought that it was advisable, at least for 
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APPLICATION FOR PINAL ALLOSANCE 
OF COMPSISATIONS SOR ATYTOR™EYS 
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TO THE LOuUORABLE JOUR J. GALGAY, BANKRUPTCY JUNCE: 
The application of ‘Il, GOTSHAL & MANGES for the 
lifinal allowance of compensation as attorneys for the 


Receiver, respectfully represents as follows: 


Bhi STAD. CHAT SNnes 
A. PRELL LL IARY: STALE vd 


ii : iS Applicants are the counsel enployed and 
‘epetins by John T. Collins in his capacity as Receiver of 
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Madd of the 


| 
7 | tnd : 4 ' : 
superseded arrancenent procecdings, as successor to the lay 
: “4 fF orrrmecany £ MS : 
firm of SELICSON & MIRRIS. 


2 Mm February 28, 1969, John T. Collins was 


omed, bencficially or otherwise, by James Anthony © Co., 


Ine. (the “bankrupt''), ia an action then pending in the 


ny ? ‘ Yo A wh ; 9 ; F , - 
Appellant's App’ ication for Allowance 


ithe bankrupt 
|| arransencne 
|jyuptcy Act. 
Receiver of 
\to erder of 
States ovistr 


4, 


ISFLICSON % ¥ 
July 15, 1% 
5. 


|larranrencats 


H 

WEirm of SLT 
{| 
|jazreed to %. 


WR. tidller be 


istriet Court for the Southern ‘istrict of 


ny +: Co., Inc. and Sasnuel Masiello’. 


“yr. Tollins acted as “qnity “eceiver until 


X, ‘“haretofore anZ on or about June 20, 1963, 
’ 


filed with this Court its petition for an 
under and purguant to Chapter FI of the Sank- 


fs, July 3, 1%€3, tx. Collins was appointed as 
e ' re 


1 Nonorable Constances Laker “otley, United 
ict Judze. 

Applicant notes that between July 3, 1969 ane 
1°69 


, the Receiver was represented in these 


a | 
mucr & PL 


iP) 


neral retainer by the law firn of 
OMNIS pursuant to an order of this Court dated 
os 


Prior to Decemter 1, 1969 and pursuant to 
tet.sen then, two former partners of the law 
Qi0N %& MIRVIS and two associates of chat firm 
come monbers and associates of Applicant. As a 


on Yecenher 1, 1967, Professor Charles Selizson 


‘lL to Anplicant. Litewise, on that date, Tarvey 


came a rember of Applicant. Two former associates 


i, MOURIS, Alan 3. Miller and Villian 2. Fabricio 


piates cf Applicant on Vecexder 1, 1969. 


Llowance 
Collins, as 
above-nancd bankrupt 
hority to subscit 

as cowisel 

law firm of SULICSON &: 
of the forezoinr, 
the services which 

rendered to the Receiver prior to December 1, 1969 inasmucn 
individual attorneys continued to render 


teceiver following Tecember 1, 1965. 


fppiicanr resvectfully notes that an Appli- 


ration for the final allowance of compensat..n and reimburse- 


ment of disbursements has been filed herein by the law firz 
| | 
bf SuLIGSON & MORRIS. Applicant also notes that the 

. + 7 ‘ . 

iwoplication of SCLIGSON % MOMRIS sets forth in detail, the 


\ 


\pervices whicr were rendered to the Kecelver 
| 

| 

IGELIGSON & tOXRIS In vierr of ti: 


| 


yp£ SELIGSON & MORRIS c plete’ forth and analyzes the 


ipervices hich that firm rendered to the Receiver herein, 
land in view of the fact that the services which Applicant 


| 
} 
lrondered were a continuation of the servicers which vere 


being rendered by SFLICSON & MORNIS for 2 relatively brief 


period after the substitution, Applicant respectfully 


9a 
i ‘ "ea Annlicati c A 
Appellant's Application for Allowance 
requests leave of this Court to omit a dup ication 
detailed statement and an ysis of services rendered; and 


respectfully bers leave of tnis Court to incorporate hercin 


iby reference the Anplicatioa for allowan 


at. length herein. 


9 Pelioving Yecember 1, 1969, Applicant con- 


hi 
1) 


tinued the investigation which had been undertaken by the 

ti 

law firm of 3! SON & MORRIS; and Applicant also continued 

ithe efforts to reduce the ¢ sh and liquidate 

accounts receivable of the above-named bankrupt. Although 

lineferee Locwenthal had announced his intention to adjudicat 
debtor a bankrupt, which announcement occurred during 
latter part of ‘lovember 1969, Applicant continued to 

Peceiver as required since the 


accomplished fact. 


10. Following the adjudication herein, Applicant 


| 
| 
| 
| 
las required to marshal its entire set of files in connec- 
| 


lefon 'th this casc so as to turn over to the Trustee in 


(Gankruptey and his general and epecial counsel, all of the 


| v * 

\facts, information, documents and other materials which said 
\ 

|trustee would require in order to continue the administra- 
Kion of this case. ‘The task of the turnover was an 

HI P Pa 

libxtremely time consuming effort and resulced in a 19 pase 

il] i 

lletter report from Applicant to . =? “rustte in Rankruptcy 

iH) 
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2 turnover of all related documentation. 


Applicant met and conferred with counsel for the Trustee in 


wan effort to review and analyze with him the conuplex and 


| 
! 
rmanifold issues which remained to be resolved by the Trustee. 


| ! 
| ll. In addition to the services rendered to the 


iy 
| 
| 
| 


"Receiver which are described in that letter, a copy of which 


jis annexed hereto as Exhibit "A", Applicant was also required 


lito assist tne Receiver in the completion of his functions by 


turn! ag over to the Trustee in Rankruptcy approximately 
ij 600,000 in cast: and an inventory of securities having a 


Value approximately $370,000. The cash and securitics were 


prs cally turned over to the Trustee in Bankruptcy under 


\ipplicant's supervision; and the Trustee in Bankruptcy and 
ft 
|the Receiver inventoried the securities under Applicant's 


pupervisiton and the supervision of the Trustee's counsel. 


| 12. Applicant assisted the Recciver in preparing 
} 
| 
| 


his Final Keport, Accounting and Application for Allowance. 


pr inarily the task of preparing a Pecciver's Report is a 
| : 
| 


relatively s: ane and one which docs not require a 


ubstantial ariouat of assistance by counsel. lowever, the 


hoport in this case ¢ conmassed an Equity BSeceivership which 


t 
ts 


asted from February 28, 1969 through June 20, 1969, the 


tate upon which the Chapter XI proceedings cormenced. 


} 
i 


| 

iI 

receiver's Report also encompassed the entire Chapter XI 
! 


H 
proceeding which covered the period from June 29, 1959 


lla 


Appellant's Application for Allowance 


through and ineludine February 2, 1970. Applicant resncct- 
fully notes that the Peceiver's heport is approximately 
twenty-seven pares lone (not dneludins the exhib 
schedules) which was necessitated by reason of the fact that 
the two Keceiverships lasted nearly one year. 

13. In addition thereto, Applicant also notes 

as attorney for the “eceiver in connection 

with the Petition of the Yrustee in Bankruptcy dated 
April 15, 1370. In connection with said Petition, Applicant 
filed an Answer on behalf of the Accountants for the Receiver}. 


Applicant also atiuended a hearing on the Petition and the 


matter waa finally resolved by arreemout among the partics. 


C. AMOUNT OF COMPENSATION 


14, The Application of SELIGSON & MORRIS which is 
incorporated herein by reference sets forth sll of the 
traditional standards for the measurement of compensation 
rendered in the Chapter iI proceedings and in other pro- 
ceedines pending under the Bankruptcy Act. Applicant 
nesitates to repeat and restate all of the statements which 
are contained in the companion Application of SELIGSOQN & 
MORRIS. 

15. After February 2, 1570 Applicant and the 
Receiver continued to receive a flow of mail and telephone 


calls from creditors of this bankrupt all of which were 


answered by Applicant. Checks and securities continued to 


i 

iH 

flow into Applicant as did a stream of account statements 

| 

\\from other brokers despite notice from Applicant to send | 

| | 
such correspondence to the Trustee. As indicated above, the 


| 
\"rustee and his counsel were also wfamiliar with the 
| 
| 
jdetails of this casc and corwunicated with Applicant. 


| | 
\ 12a | 

's Application for Allowance | 
| Appellant's Application for Allowance | 
| | 
| 
| 

| 


A 


i} 
i 
Applicant never failed to respond to any cormunications fron 


| 
| 
| | 
li 
the Trustee and his representatvies. 


I) CS 

i 16. Between Decenber 1, 1972 and the present 

} 

time, members and associates of Applicant have rendered 


il 


| | 

services to the Receiver which required an agererate expendt- | 

|ture of 184 hours. Each and every professional service for | 
i] 


jwnich compensation is sought by Applicant was actually and 

| / 

Ht 

jnecessarily rendered to the Receiver in accordance with his | 
| 


he individuals who rendered such services, their hourly 
| 
billing rates, the total number of hours which each such 


| 
l{ndividual spent rendering sarvices to the Receiver and the 
| 


| 
i 


‘ieemaaceitae or requests. Set forth below is a summary of 


| 


Hollar amount of Applicant's usual and customary time 
i+ PP ¥ 
l * . 


jeharges for such services. 


i 
| 
t-————___—___—___—_ 

i Applicant maintains concurrent time records of all 
services rendered in these proceedings which are 
available for inspection upon request. The different 
billing rates for Messrs. Uarvey R. ifiller and Alan 3. 


| | 

| : | 

| Miller reflect charees in those rates which were part 

| Of a@ comprehensive procran affecting all clients of | 
Applicant. 
| { 
| 7 | 
| | 


\\ 
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: | _App ation for Allowance 
} Hourly 
I Billings Hours Dollar 

. heme Rate Spent Amount 
harvey Ro MeLtoer $75 per hour 3-1/2 $ 262.50 
Harvey R, Miller $85 per hour 17 1,445.90 
Harvey R. Hiller $99 per hour 1/2 45.00 
flan b. tiller 55 per hour 71~-1/2 3,932.50 
| 
ihlan 8. Miller $60 per hour 70-1/4 4,215.09 
ihlan EB. Miller 565 per hour 13 845.90 
Witliam R. 
| Fabrizio $35 per hour 8-1/2 2397.59 
i 
ii 184 1/4 $11,042.59 
eae 
1 —y ee — 

wy i o2 

\ 17. Applicant notes that it has not made any 
\| is 


ice herein for the preparation of this Application for an 
ikilowance or any other application other then that of the 


} 


ecciver. 


18, Applicant again respectfully refers the 


attention of this Court to the Application of SELICSON & 


\! 


| 

|, : A : 

{ORRIS in which there are contained statements as to the 
I} 

lbualifiecations of Messrs. Charles Selizscn, Harvey R. 
filler, Alan 2. Miller and Willian PR. Fabrizio which 
{i 


Applicant does net believe should be restated again in this 


W.pplication. Suffice it to say that all of the persons who 
tendered the services to the Receiver on behalf of the 
i} 
it 


Applicant were highly skilled, expericneed, sophisticated 


| 


ractitioners who specialized in incelvency matters and who 


i l4a 


| Appellant's Application for Allowance 


have and then had particular expertise in de ‘ing with 
asolvent stock brolerare firs. By bringing to bear their 


experience and expertise, Applicant was able to perform the 


services required hy the Neceiver herein as expeditiously 


and economically as possible, The benefits which were 
jachieved by tha services rendered by Applicant and the firm 


of SELICSON & NORALE are granhically demonstrated by the 
Hi 
i\fact that the Receiver turned over to the Trustee in Lank- : 


iruptey over $690,999 in cash and an inventory of stock 


securities and other securities having a value substantially 


| 
i 
iit 
| 


} 
| 
{ 
| 
jin excess of $300,000. Moreover, because of their expertise | 
ii 


jand efficiency, the transfer of this matter from the hands 


llo# the "eceiver to the hands of the Trustee in\Vanlruptcy 


{i} 
{i} e 

: \was consummated promptly and efficiently with little, if 
HT 


any, faterruption in the orderly administration of this 
jpankrupt estate. 


19. Accordingly, Applicant respectfully requests 


that the Court gant to it an allowance of final compensa-~ 


ition for the fair end reasorable value of the services which | 


immere rendered by it to the Receiver herein to the substan- 
tial benefit of the creditors of this bankrupt estate. 
App -cant requests that it be rranted an allowance of 


ico gensation in the sum of £11,900.C0 which is slightly less 


ithan its ordinary and custonary time charges which are the 


| 
hsinimun charses which Applicant would have made to a private 


. 


$ 
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‘tient for such services. Applicant believes that this 


’ 


"“econonic 


pr lication is consonant with the so-called 
| 


ispirit’ of the Bankruptcy Act and proceedings which: are had 
tii 

| 

thereuncer. 


rT 


| 20. Applicent har also disbursed the following 


7 


mounts of money 20° actual and necessary expenses witich 


c 


rere incurred by it da the rendition ef the professional 


SS 


jpervices rendered ssrein. Anplicant requests reiicbursenent 
‘pf the following amounts: “ 
" 
\ ; pied 
\ Duplication Charges $156.95 
! 
' 
i Special Stenocraphic Charges nl 
Wy 
il related fares and seals 110.8.. 
i Toll calls & Pontage 6.87 
ii 
Court Reporter 41.79 
I 
} 

Messenger Charges 7.00 
i Travel and Related Charges &.i5 


—— = 


Total $331.48 


It is noted that Applicant has applied to be reimbursed for 


| 
Hl 
| 
| 
i] 
? P 4 1 

pousual or special stenoyrapasc charges. These cnuarees, and 
i} 

\'\ 
jee fares and meals of the persons perforring taes, are 
) 
! 


W4mited te special situations in which applicant was unable 


|to perform » services rendered during nomeal business 


tours and in the absence of special overtine secretarial 
lassistance. Said services were perfor. elther at night 
jand/ux on weekends in order te properly protect and safe- 


ieuard the rifats of this bankrupt escate. “eo charge is made 


| 10 


| 
| 
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ing ordinary business hours and all possible at 
re mace to perfora all services during usual business 


hours and to limit the amount of special overtirne steno- 


t¢ 


£11,000 as a final allowance 


iRervices rendered to Joh T. COLLINS as Reeniver ‘iercin and 


hat it be reimbursed in the sum of $331.28 for actual and 


dneurred in the rendition o 


} 
| 
he sional services and that Applicant have such other and 


it 
\ 
further relief as is just. 


New York, Uew York 
January 31, 1974 


WEIL, GOTSHAL & MANGES 

Attorneys for JONN T. COLLINS, 
Receiver 

767 Fifth Avenue 

New York, Mew York 16022 


(212) 758-7800 


Peas! 
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SELIGSON & HiORRIS APPLICATION FOR ALLOWANCE 


D STATES DISTRICT COURT 
a} GISTRICS GF uLW YORK 
Bankruptcy 


: No. 69 BR 425 
JAMES ANTHONY & CO,, INC. 


Bankrupt. 


APPLICATION FOR FINAL ALLOWANCE 
OF COMPENSATION FOR ATTORAEYS 
FOR RECEIVER 


O Ti% HONORABLe ASA S. WERZOG, BANKRUPTCY JUDCE: 

_ The application of SELIGSON & MOPRIS for the final” 
Llovance of co:spensati 1 as attorneys for the Receiver 
espectfully represents as follows: 

A. PRELINIARY STATEMENT 
1. Applicant was the special counsel appoirted 
Ind eaployed by Jonn T. Collins in his capacity as Louity 


leceiver of all of the assets and properties of the above 


ponod bankrupt; and Applicant was-the general counsel to 


Collins in his capacity as Receiver of the above-naned 
pankrupt during the course of the superseded arranzenent 
rocecdings cormenced by the above-naned bankrupt. 


2. On or about February 28, 1969, by orcer of the 


onorable David il. Edelstein, United States Dietrict Judze, 


ohn T. Collins vas appointed as Receiver of all of the 
Issets and properties owned, beneficially or otherwise, by 


auwes Anthony & Co., Inc. (the “vankrupt’™), and all of the 


’ 
| 
{ 
| 


| 
| 
| Seligson & Morris Application for Allowance 
| 


| 
| 


Hesets or other property which the bankrupt carried or nain- 


atuied for the account of others, in an action then pencins 
tes the United States District Court for the Southern Dis- 
riict of New York entitled “Securities und Exchanze 

t 

| WP v. Janes Anthony & Co, and Samuel Masiello" 


fvociet No. 69 Civ. 797). For the purposes of this appli- 


! i. , 
acion, the aforetientioned action will hereinafter be re- 
| 


verred to as the "Equity Receivership" and Mr. Collins, 


mu his capacity as Receiver in the Equity Keceivership will 


ercinafter be referred to as the “Equity Receiver". 
3. Thereafter, end pursuant to authority srentcd 


District Judge Edelstein on or about Jime 2, 1°69, 


Me above-nariod bankrupt filed with this Court its petition 


jor an arrangement urider and pursuant to Chapter XI of 
tie Bankruptcy Act, 11 U.S.C. §701 et seq., on or about 
om 20, 1969. On July 3, 1959, the Equity Receiver WRG 
pointed as Receiver of James Anthony & Co, Inc., Debtor 
i order of the Honorable Constance Baler lotley, United 


Ycates District Judge. For the purposes of this applica- 


i for allowance, the aforementioned Chapter XI procecd- 
bas will hereinafter be referred to as tho "Chapter XI 


| 


oceedings" and Mr, Collins, in his capacity as receiver 


| 
i 
| 
i] 


i said Chapter XI procecdings will hereinafter be referred 


' 


» as the “Receiver”, 
: ly 


| 4. ‘This application for allowance will be 
| 


. ivided into two parts: Part I will cover the serviccs 


Seligson G -lorris Application for Allowance 


eferred to as "Applicant”) during the period between March 


1949, the date of Applicant's retention as special counsel 


| 
| 
| 
endered by the law firm of Selirson & Norris (hereinafter 


ho the Equity Receiver, and June 29, 1969, the date of the 


ommencement of the Chapter ¥%I proceedings; and Part IT will 
over the services rendered by Aprlicant between July 3, 196°, 
he date of the appointment of the Receiver, and December 


, 1969, the dJate upon which Applicant's retention as 


Honeral counsel for the Receiver was superseded pursuant to 


Hy order of the “onorable Verbert Loewentiwl, Referee in 


ankryptcy, dated Decewher 24, 19€9, authorizing the substi- 
intion and retention of the law firm of Weil, Gotshal *& 


Janzes as s.cneral counsel for the Feceiver. 


5. As noted above, this application is made for 


phe final allowance of reasonable compensation for pro- 
essional services actually rendered by Applicant herein 
etween March 3, 1969, the date of the appointment and 
m-loyment of Applicant as spectal counsel for the Fouitv 
eceiver, and July 3, 1969, the date upon which the Eouity 
eceiver was appointed as Receiver 41; the Chapter XI pro- 
ecding. This application is also made for the final allow- 
nce of reavonable compensation fe~ professtonal services 
ctually rendered by Applicant herein, as peneral counsel 
lor the Receiver in the superseded Chapter XI proceedines 
rom July 3, 1969, through and including December 1, 1959, 
t which time the law firm of Weil, Gotshal & Mances was 


ubstituted in Aprlicant's place and stead as peneral counsel 


& 


20a 
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for the Xeceiver in the superseded Chapter XI proceedinc. 


i ‘ 4 
iApplicetion is also rede nerein for the reimbursement of 


jall actual and ueccersary costs and expenses incurred by 


llArplicant on behalf of the Eouity Receiver and the Recciver 
HH] 
tt 
W 


jin conuection with the rendition of such services. 


| 6. All of the services for which compensation 
| 


|Receivership and the Chanter XI proceedinss and were 


rendered solely on behalf of John T. Coll‘ns, as Equity 
\keceiver and as Receiver herein in: the furtherance of his 
Wt 

\} : 

jdutice in respect of the administration of the abeve-naned 
/ 


| , ; 
bankrapt's property in the Uquity Receivership and in the 


| 
hapter XI proceedings, and in the marshaling and preser- 


wation of the assete of the aboveenaned barkrupt in the 


Wischeree of Applicaut's dut cs and responsibilities of 


| 


paid Lcuity Receiver and Receiver, 
\\ 


B. HISTORY OF TYE EQUITY RECEIVERSHIP 


i ALD Tilit CVAPTAR XL PROCEEDINGS 


| 7. The Yquity Receivership was cormenced by tiie 
filing of a complaint on behalf of the Securities and 


petesee Commission (‘SEC’) arainst the bankrupt, an over- 


the-counter brol:erase house, and Sauuel Masiello, its 


| 
Prestcene and sole sharcholder, on cr about February 27, 


AYC9, Tho complaint alleved tvo causes of action. The 


irsat cause of actioa alleged that the bankrupt failed to 
ke, keep and preserve accurate, complete and current 


ecords, books of sccount and other records as required by 


2la 
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| 


slicable securities laws, he second cause of action 
Ips: eved that the banirupt and its President had utilized 
| 
rcons and instrwaentalities of interstate cormerce and the 
bails in inducin, other persons to purchase and sell se- 
hurities and in eolicitinz and accepting deposits of se- 


jeuritics aud moneys without disclosing to eaid percons 
lhetorial facts, including the fact that the benkrupt acce 
Sonawe in paywent for securities when it ‘ras financially 
| 
|:nable to deliver securities sold to its customers ond 


Lustomers of other broker-dealers and that the banbrupt 


lit4d not have sufficient funds with which to conduct its 


pusinSes in accordance with applicable securities laws. 
8. On the following day, Feoruary 28, 1969, the 


bankrupt anc its Ireaident consented to the entry of a 
} ° 
ihudement of perwanent injunction pursuant to which Er, 


Collins was also erpointed as Equity Receiver, That judseent 
uthorized and cwpewered the Equity Receiver to ecploy such 
:ttorneys, accountants, securities experts and other persons 


1 he deemed neccesary to discharge his authority and obli- 


ations as Equity Receiver. Pursuant to the provisions ef 


, 


ho aforenentioned judgment, the Equaty Receiver employed 


had appointed the law firm of Paul, Weiss, Rifkind, Wherton & 
\sarrison as his attorucys under a general retainer anc, on 
rc about March 3, 1969, the Equity Recefvor enployed an’ 


i 
ppointed Applicant as his attorneys under a special retainer 


Ito advise him with respect to specicl problems peculiar to 
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ysolvency procecdinzs, particularly as said problers related 


ecommencded to the Receiver that it would be in the best 


+ 


Mterests of the bankrupt, its estate and ereditors for 


Hrovisions of the Nankrurtev Act in order to adequately 


etition to be filed on behalf of the bankrupt under the 


rovect and safeguard the rirhts of such persom:. Set 

orth below in ereater detail is a descrintion of the sc::- 
Hices rendered Applieant in connection with the commence- 
eut of the supe led Charter XI proceedines. Om June ?9 


pee debtor neha its petition for an arrangenent wi 


hapter XI of the baihebianhinle Act and on June 3, 1969, the 


> an insolvent bLroker-deale 
9. In the early part of June 1969, Anplicant 


qua’ y w.eceiver was appointed as Feceiver in the Chapter 7/1 
Nrocecding. 

10. On July 3, 1969, pursuant to authority sranted 
y order dated July 15, °%69, Applicant's enployrent and 
ppointment as peneral counsel to the Receiver in the 
harter YI proceedings was confirmed by order of this Court. 
pplicant continued to render services as general counsel to 
he Receiver between July 3, 1949 und December 1, 194°, 


I, SERVICES RENDERED DURING 
Ti COVITY RECTIVERSIIP 


ll. The cervices rendered by Applicant as special 
ounsel to the Ecuitv Receiver were actually rendered, “or 


he most part, by Professor Charl«s Selimson. As indicated 


bove, the Equity Receiver had retained the law firm of 


| 
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mul, Weiss, Riftind, Wharton & Carrison as his general 


ibunsel and the services rendered by Applicant to the leuity 


ibcetver were Limited to those areas in which Applicant 
Fpecial expertise was required. 
12, Incediately after Applicant's appointment 
special counsel, Applicant was apprised that the tan!- 
art was named as a party def>ndant in several larortant 
tions .nd proceedings arainst the bankrupt then pendinr In 
ate and federal courts. Certain of the aforemeniioned 
tions had. either proceeded to the point of judgment or 


dpngnts were about to be obtained and entered arcinst the 


yankrupt. Althouch the consent judcment of February 25, 


Wt was Applicant's opinion that the censent judenent vas 
adequate to safcruard the interests of the Fquity Receiver 
¥ the bankrupt's cred{itors. 
13. At the request of the Fouity Receiver and his 
Her.eral counsel, Applicant prepared an eirht parce application 
the Chief Jude. of this Court seckinr a broad restraining 
icder against the commencement or prosecution of then pencine 


I 


i contemplated actions by or on behalf of creditors of the 
| 


ftove-named bankrupt in wnich Applicant outlined all then 


ending litigation of which the Equity Recciver had knowledre 
conjunction therewith, Applicant also prepared a restrain- 


¢, order based upon the aforesaid application and settled 
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copy of the application and order upon attomeys for 
11 known creditors of the bant:rupt in the litivation cc- 


eribed above. The application waa made to the Chief Jitre 


Hf this Court, the Honorable Sidnev Surarman, in the absence 
f District Judre Méelstein, who ves not then available to 
ear the Equity Recetver's reauest. 

14. Applicant appeared on behalf of the Equity 
ceiver at a hearing held before Chief Judge Surarman on 
farch 11, 1969, and the above-mentioned restraining orde: 
as entered, Inmmedittely following, the entry of that order 
d ae ts Equity Receiver's request, Applicant arranred 


r the service of conformed copies thereof on all persons 


ho were then litipatine against the bankrupt or who had 
already obtained judements asainst the bankrunt so as to 
iestrain thea from cxecuting acainst the property of the 
ankrupt. 
15. The Mauity Receiver and his general counsel 
Lec apprised Applicant that a reclamation petition had heen 
itled arainst the bankxupt seeking the return by Carlo 
rsuti, Esq. of securities alleredly owned by Mr. Coreuti 
md held by the bankrupt, and futher seeking to reclain 
ver 93,000 in cash allesedly owrmed by Mr. Corsuti and 
tposited with the bankrupt. Applicant appeared hefore 
lef Judge Sugarman on March 11 and 12, 1969, to reeist 
Corsuti's petition, Following = hearine before Chief 


dze Sugarman and with the consent of the Equity Receiver, 


25a 


Seligson & Morris Application for Allowance 


. Corsuti's reclamation petition was sranted to the extert 
€ allowinre him to recover specifically identifiable se- 
hurities owmed by him and jin the possession of the bankrurt. 
however, Mr. Corsuti's arnlicetion to recover cash var 
fonied, without prejudice, by Chief Judre Sucarman and re- 
ferred for further findines to District Jude Fdelstein 
on his return. Ultinately, Nr. Corsuti's petition to 


eclaim the cash was denied by order of District Judce 
+ 


Kdelstein on or about Julv 9, 1969. 
16. From time to time between March 3, 1°69, 

, 19C9, Applicant consulted in person, by tele- 
mone and by written correspondence with the Equity Receiver, 
s keqperat counsel and his accountants concernine the 
»lications and biaetan of the Equity Receiver in resvect of 
re marshaling, and preservation of acsets of the above-nancd 
lechirnpes the Equity Receiver's riphe to demend, sue and 
iecover assets of the above-named bankrupt; the rirht to 
fell or otherwise dispose of arsets of the above-named 


nkrupt, including securities held by it for the account 


*ts customers, and other related matters. 


17. From the outset, the bankrupt and its 


jpegs had insisted that the bankrupt was not insolvent, 


iat it had eufficient funds and prorerty with which to 

nduct its husiness in accordance with erplicable securities 
Sines and that its records were adequate and sufficient to 

sable the Equity Receiver to deterzine ite financial cored 


tion and the rights of its respective creditors vis-a-vis 
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he bankrupt and each other. However, within one ronth 

tfter the commencement of the [Equity Feceivership, it 

ecame apparent to the Equity Receiver, his general] and 
pecial counsel ond accountants, and the emplovees whom 

e retained to assist him, that the bankrupt's boots and 
ecords could be described only as “chaotic” and, in manv 
Hespects nonexistent. As matters further develoned durin: 

he months of April and the carly part of May 1249, it hecane 
nereasingsly clear that the bankrupty was hopelessly fnsolven 
18. Consultation wee had between the Scuity 


eceiver, his general counsel and Applicant as to the 


ppropriate course of ection to be adopted by the Tquity 
.eceiver and the bankrupt in licht of the above. Applicent 


4 : 
advised the Equity Receiver and his general counsel that 


| 


jn its opinion, the Equity Receivership was not the best 
heans of achieving a fair and equitable dis*ribution of the 
hssets of the bankrupt; that the bankrupt's hones that it 


ould resume a normal business relationship as a broker- 


ealer were patently unfounded; and that the best interests 


be the banixrupt, its estate and creditors would best be 
erved by the cormencenent of a proceeding under the rro- 
‘es of the Bankrupt Act. 
f 19, In order to arrive at the conclusions aet forth 
bitin: Applicent was required to examine certain transactions 
etween the bankrupt and certain of its creditors, such as 
§udpment lien obtained by Shieids & Comprny arainst the 


ankrupt on February 24, 1969, based upon which Shields 4 


10 
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canna obtained a restraining order waich covered approxi- 


Isterly $100,009 deposited in the bankrupt's account at the 
4 


| 
Franklin ilational bank; and a second attachment by F.S. 
\ 


Donolue Santo & Co.'of approximately $23,590 deposited to 
\ 


} 
ithe bankrupt's bank account on or about March 3, 1969. 


Mprlicant was extremely con. med that at the expiration 


pr a four wonth period from the date said creditors obtxrined 


1} 
Was concerned that the "casi customers" and "customers" of 


Rhe abpve-naned bankrupt (as defined in Section 60e of the 


| 

ankruptey Act, 11 U.S.C. §96e) would not, in the absence 
of a procecding under the bankruptcy Act, receive the 

Hi 

briority treatment which would have been afforded to such 
| 


ustomers under the Bankruptcy Act. Finally, Applicant ac- 


ised the [Couity Receiver that he was not empowered to file 

petition on behalf of the Bankrupt. Rather, Applicant 
Advised that the bankrupt itself a.d b° its own counsel 
ould be required to coimence a proceeding under the 
ankruptcy Act. 

20. Based upon Applicant'’r advice, the Equity 

eceiver applied to this Court on May 16, 1969, for an 
drier modifying the restraining order entered by Chicf Ju.lre 
uperman on iarch 11, 1969, to allow and pemait the beirure 


o file a petition under the provisions of the f. inte 


2ca 


iAct. By order to show cause, District Judre Pdelstcin 
Cixed May 21, 1969, as the date to consider the afore- 


nentioned petition of the Hecuity lceceiver. Applicent 


jrantings the motion of the Ceauitv Receiver; modifyine the 


restrai: ns. order to authorize the banrrupt to retain svecial 
vmankruptey covne2l to advise it with respect to the resolu- 
fon of it, financial problems; aythorizinr the bankrurt 

o fils an appropricte petition for relief under the Baat- 
os and authorizing the bankrupt to retain snrectal 


ounrel foe that purpose; and approving the allowance of 


eseonable compensation for special bankruptey counsel and 


he payment of necessary court fees 30 as te enable the 


ankrupt to commence the suverseded arrangement preceedinis. 


: 
: order was entered by the Court on June 4, 1°69. 
| 21 Thereafter, Applicant consulted with Irvine 
chieider, Esq., the attorney retaincd as special coimsel to 
he bankrupt, in respect of Applicart's recommendations as 
o the appropriate proceedinzs and procedures to be adorted 
l y the benkrupt. 


22, On Jume 29, 1969, the bankrupt filed its 


etition for an arranrement under and pursuant to the rro- 
isions of Chapter XI of the Sankrunrtes Act and Applicant 
ervices to the Ecuity Peceiver were essentially termsinated 


m that cate. 
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popeared before this Court on May 21, 1969, and earticirated 


ee the hearing. Applicant also prepared an approrricte order 
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II. SERVICES RENDERED DNURTIG 
Ti, CHATTER AI PROCUSDING 


23. As noted above, on July 3, 1969, District 


Fudge Motley appointed the Fquity Receiver as the Receiver 
in the Charter XI proceedinrs. Applicant and the law firn 
f Paul Veiss Rifhind Vharton & Garrison reversed their 


espective roles cs seneral and special counsei te “he 


eceiver and Applicant immediately thereafter co-me ced 
endering services as peneval counsel to the Receiver iri 
he Chapter XI proceedings. 

24. Set fort’: below is a summary of the services 
pplicant rendered as seneral counsel to the Receiver durire 
he course of the Chapter XI proceedings pursuant tr the 
rder retaining Applicant by Honorable Herbert Loewenthal, 
eferce in Bankruptcy dated July 15, 1969. 

25. Irmediately followin’, the appointment and 
ua.ification of the Receiver, Applicant met with the 


eceiver for the purpose of establishing working procedures 


nder which Applicant, in its new capacity as peneral counsel 
ould render services eas required und reeuested by the 
aoe Applicant was already farniliar with the genera] 


ireunstances surrounding the bankrupt and the events which 


Ps occurred durinre the Equity Receivership which elininatec 


i need for a detailed investisation by Aprlicant into the 


ould be reauired, 


ature and scope of their retention and the services which 
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26. Applicant met with the Receiver, advised the 
beceiver to continue the employment of two former emple ces 
> 


uthorizine the Receiver to continue the retention of tro 


f the bankrurt. Applicant prepared an order and arrlication 


ormer cmplovzes, which order was entered on or about 

veust 17, 1969. At the same time, Applicant advised the 
eceiver of the need to retain certified public accountants, 
bf the need to continuc to ocevpy the prenises formerly 


hecupied by the bankrupt for a limited period of tine, and 


and order authori:ing, the Receiver to make rent payments whic? 
niet ves entered by Referce Loewenthal on July 22, 1SF°, 

27. Applicant and the Receiver made a joint 
nventory cf all assets of the bankrupt located at its 74 
eaver Street office. However, because of the state of 
‘{4sarray of the bankrupt's offices, it was necessary to 
btain an extension of time within which to file the 


eceiver's formal inventory of books, records and property. 


Accordingly, on or about August 11, 1949 an application and 
prder extending the ‘ications time to file his inventory 
thas prepared end filed with the court and signed by Feferec 
Loewenthal. 

28. In the interim, an orier was submitted by 
he Receiver authorizine him to reauain Applicant as his 
eneral counsel, which order was signed by “nteree Loevrenthal 
n July 15, 19€9; and a second application and prorosed 


rder authorizing the Receiver to retain the accountin* firs 


14 
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f£ B. Bernard Greidincer & Company, certified public 


ccountantr, as accountants for the Receiver was sired hy 
teferee Locventhal on Aurust 11, 1969. 

2°, The inventory of the Beaver Street office 
Jisclosed to the Peceiver and Appliant thet a hure cuantity 
f papers which were not required by the Receiver or the 
bankrupt tas located at the bankrupt's offices end, on or 
bout July 31, 1969, Applicant prepared an application for 
he Receiver to apply to this Court for authority to abandon 
ertain papers belonesing to the bankrupt and its buridensone 


property and to terminate and reject certain arreements of 


ease relating to personal property. That authority was 


a , 
urust 14, 1969. 


i 39. Applicant prenared the Receiver's inventory 


hich wae viled with this Court on or ahout Aumist 21, 1973 
nnd which contained a listing of all cash, certificates of 
eposit, furniture, fixtures and ecuipment of the bankrupt. 
Jowever, it became readily avparent to the Receiver and 
\pplicant that one of the bankrupt's most substanti.i s nets, 
he securities held by the bankrupt for its mm account and 


for the account of customers could not he catalorued and 


intained as casily as the other items of personal prorcrty 
nd books and recerds. Accordingly, at the reouest of the 
eceiver, Arplicant prepared an arplication and order 


uthorizine the Receiver to employ a computer service for the 


urpose of cataloruing and maintainine an inventory of 211 


tock certificates then or thereafter held by the Peceiver 


15 
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Ind said authority was cranted by order deted Aurust 1°, 


31. Almost sirultaneously therewith, Applicant 


det and conferred with the Receiver for the purpose of 


\) 
i 
jonsidering the question of the sale of securities then 


eld by the Receiver in order to nininize the potential loss 


ae I the bankrupt and/or ite customers which might result from 
i) 
cor market conditions. On or about Ausust 14, 19F° 


: ipplicant prepared and the Receiver sirned an application 
\ authority to sell, assicn and transfer the inventery 
| 


f securities then held by the Receiver and filed that 


lication with this Court. The original application and 
roposed order were filed with the Court on notice to the 


bankrupt and were returned to Applicant, unsipned, by Referee 


eres on or about Septerber 5, 1969. Thus, the 


eceiver's application to sell or otherwiee dispos~ of the 


nventory of securities was denied. 
32. During the month of Aupust 1969, the Peceiver 
i 


i 
‘ ecorpnized the need to remove the offices of the bankrupt 


From the premises formerly occupied by the bankrurt in order 


o comply with District Judze Edelstein's order of Vay 5, 


909, which directed the bankrupt to vacate the premises 


n or before Aucust 31, 1969. The Recelver found a nev, 
‘ypereat and vastly less expensive office in which to heuse 


\ Ite bankrupt's offices and reaueste:! that Arplicant prepare 


n order to show cause why the Receiver should not he per- 
‘itted to sell unnecessary office furniture and couipnent 


o that he could nove into the siaaller and more econonic 


16 
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focation. Said application was rranted by order of this 
ourt dated Aucust 275, 1949, An additional applicatien hy 
he Receiver to continue the authority to employ tvo forircr 
mployees of the bankrupt whore services were deemed by the 
eceiver to be necessary in order to meet the Receiver's 
hlieations to this Court, the bankrupt and its creditors 
ras prepared by Applicant asad ihe application was srante! 
ty Referee Loewenthal or or about September 3, 1969. 

343. As noted above, the Receiver had employed 
Applicant as his eeneral counsel and desired to retain his 


ormer general counsel, Paul, Veiss, Rifkind & Garrison as 


i new special councel to handle all aspects of the Internal 


iad Service claims arainet the bankrupt. Accordingly, 


| 
| 


rer of Septenber 4, 1969 


pplicant prepared an application authorizing, the retenticn 


f speetal counsel ‘hich was sranted by Referee LoewenthsLl's 


34. The establistment of the Receiver's new offices 
as implemented by the purchare of certain office and air 
ouditionins, Parner pursuant to authority granted by order 
»9€ this Court dated September 19%, 1969 based upon the 
eceiver's application prerared by Arplicant. 

35. On or eahout Sertember 1, 1969, Applicant 
i meneed its investicatior into tie facts and circumstances 
OTS ons the bankrupt's financial failure end coordinated 
he Receiver's investivation with that of Applicant and the 
eceiver's accountants. The Receiver reeuested that 


iwplicant take all necesrary steps to dizplement this inves- 


{gation and on or about Septenber 190, 1°67, Applicant 
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repared and submitted to this Court, on behalf of the 


£ desipnated persons cuant to Section 2la of the Pank- 


ime an applice™i for authority to conduct examination 
i] 
ee Act. Said authocity was granted by order of Referee 


oewenthal dated Septemder 11, 1969, and included authority 
Lg examine 15 desirnated persons. The examinations commenced 
bn or about October 21, 1969 at which time Applicant exanined 
Olive Masicllo before Peferea Loewenthal. The exarmina- 
fon of Mrs. Masiello included an investifation into ‘er 
srokerare account with the bankrupt; the allezed ownershir 


by her of a yacht which hed been purchased, outfitted, re- 


paired. and maintained, in whole or in part, with funds of 
Le bankrupt; Mrs. Masiello's personal checking, account 
ecords; the joint income tax returns of Mrs. Masicllo and 
hor husbaud, Samuel Masicllo; and certain otner phases of 
the relationship between Mr. and Mes. Masiello and their 


‘ 


hildren and the bankrupt. 


ection 2la of the Bankrurtcy Act coz.renced on November 17, 


969, before Referee Lowventhal and included inquiry into 


he status of Mr, Masicllo's personal securities accounts 


| 36. The exainination of Samel Masiello under 
. 
1 


t the bankrupt; an exanination into the allered o:mershin 
f an affiliated corporation, Tycoc. Investment Corroration 
shich appeared to be the ommer of a2 twin engine airplane 
urchased with funds of the bankrupt; as well as the exten- 
ive brokeraze account maintained in the nane of his 

cenare son with Bruns Nordeman & Co, in which account over 


half million dollars in securities transactions occurre J 
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37. Section 2la examinations of Ant*iony ?fasiello 

nd Janes Mastello. sons of Mr. and Mrs. Sarrsel Masiello 
Were cormenced befora Referee Locwenthal on Mctober %, 194%, 
hese investiretiors developed into areas such as the ommer- 
Bhip of autowobiles which mav have been purchased with the 
bankrupt's funds, the true ownership of stock brokerore 
Rccounts maintained in the nancs of the Masicllo sons hut 
ith funds beloncing to the benkrupt, and substantial dis- 
hursenents of hundreds of thousands of dollars in funds of 
he binkrupt for what appeared to be massive versonal caren- 


ures for the benefit of all four members of the Masielio 


Family and certain other persons. 


39. The examinations of the four members of the 

Itasicllo family lead to additional tnauiries by Applicant 
bn behalf of the Receiver into the facts and circumstances 
ne the relationship between Anthony Motiello and 

he brokerare account maintained in his name with Prunes 
Nordman & Co. As indicated above, the Anthony Masiello 
bccount involved the purchase and sale of more than $790,999 
b€ securities within a two to four week period; and avainst 
those purchases it develored that almost 32,900 shares of 
iscelleneous securities comprisine 119 different stock 
aseucs were u_.avered to Bruns Norémen & Co. and sold thro 

thony Masicllo's brol:erare account at that firm. In accor~ 


ance with the Receiver's instructions, Applicant undertock 
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n dnvestisation into the arplicable law resarding a potentia 


n Novesber 13, 1069, Referce Loewenthal authorized additiona 


use of action by the Receiver arainst Bruns Nordman end 


‘ 
’ 
bxaminations of Bruns Nor?man, a former employee of Pruns 
ordaan and of Peninsula tational Bank for the purpose of 
elving further into the relationships hetween the hent-rurt 
nd members of the Masiello family on the one hand, and 
Rruns Nordman on the other. 

39. Similarly, Applicant continued tiie Receiver's 
nvestiration into the facts surroundings Tycoon Investment 
orporation which, according to Sanwel Masiello, was ommed 

; 
nvestipation by Applicant, that Tycoon was the owner of a 
vin-enpine airplane which was purchased with the procecus 
bf a check of the benkrupt mode payable to Tlycoon's orcer 
hn the approximate amount of $35,090, It also appeared, 
hecording to Applicant's investigation, that other leral 


nd orranization expenses of Tycoon were paid by the 


Hereons also revealed that more than 335 checks of the bovii- 


rupc's had teen drawn on the bonkrupt’s bank account at 


| 


hemical Bank end made ravable to either mombers of the 


hy his son James Masiello, It appeared, according to the 
fasiello family, to cash, or to third parties in payrent of 


hunierous and substantial rersonal oblipations and exvenses 


i Masiello family. The checks, arzpreratine more than 
i 


40, Applicant's investigation into the acts, 
honduct, acsets and liabilities of the bent:rupt and releced 
20 
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0, included payment to departiaent stores, specialty 
ktops, laundries, cleaners, restaurants, hotels, marina:., 
acht repair acencies, supply stores, landscape architects, 
ewellers, insurance arcents and persons employed to perforn 
ervices on the yacht "Jasco". At the Receiver's recuest, 
inplicant's investipation into these matters was under- 

aken but was not complete at the time that Applicant's ser- 
fces (and t se of its successor, Veil, Gotshal & tances) 
rere terminated as a result the adjudication et James Anthony 


Co. Inc. as a bankrupt and the election of the Trustce. 


41. At the date of adjudication, the services 


Rendered by Applicant (and Applicant's successor, Veil, 
a " 


, 


otshal & Manres) were on-going inte the investication which 
Hs outlined above. Of necessity, that investirrtion and the 
ults of Applicant's efforts were ;rouptly turned over to 

he attorneys representing the trustce immediately following 
djudication, While the services rendered by hopiieant, in 
tornection with the investigatory phase of the Chapter ¥T 
voceedings are swmarized above, Applicant respectfully 

Hervests that the Court incorporate herein by reference 

Hie reyort of Weil, Cotshal & Manges to Martin J. tush, Fsa., 

the Trustee, dated March 17. 1970, further summarizing the 


Hervices rendered by Applicant Juring the course of the 


I 
| 


ee to tr. Rush dated March 17, 1979, and a copy is 


eceiver's investigation, Said report is in the form of a 
ttached hereto and marked Exhibit A. 
42. The tnvestirative phase of the duties of 


plicavtt, as ec al to the Receiver, was an extraordinsrily 
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| 
gifficult and inordinately time consurine undertakin-e. As 


' 


® above and in fxhihit "A" hereto, the bankrupt's kooks 


nd records were in a hopeleraly disorranized state ond 


acs deficieat in iaany respects to the extent that thev 


Kven existed, More often than not, the books and recor?s 
| 
phich a broker-dealer was required to maintain did not exist 
i] 


r had been mislaid or destroyed prior to the commencement 
£ the Equity Receivership. As « result of the forecoine, 
He investigative asnect of the Chapter XI proceedine re- 
Huired Applicant and the Receiver's accountants to recon- 
struct many records and trensactions to the extent vossible; 


nd to-devote an extraordinnury amount of time to these watters 


n the form of personal conferences, written corresnondence 
nd literally hundreds of teleshone calls. 


43. In addition to the services rendered by 


here was a second key phase of the administration durin- 


ne Chapter XI proceedines which involved the liquidation 
nf accounts receivable and choses-in-action existine on 
ehalf of the bankrupt against varisus persons. 

44. Applicant assisted tne Receiver in atterntinc 


© collect all outstandinrs accounts receivable due the 


ankrupt from and efter the comnercaent of the Charter XN) 


rocecdings, The success which tia Fecciver and Aprlicecnt 


ad for the period of June 29%, 196% throuch February 29, 


979 is illustrated by the fact that the Receiver collecte 


ore than $56,030 in accountr reccivable due from other 


roler-dealers, In addition, the Receiver was able to obtain 
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rom Franklin National bani. the sum of approximately 
9139,:°0 which had been frozen in a bank account under a 
levy of attachrent. Further, the Peceiver collected almost 
11,050 in dividends and the additional sum of epproxinately 
H13, 900 of miscellaneous accounts reccivable was alro 
dollected durins the Chapter ¥I proceedinssa, 

45. These collections were .rgely effected as 
result of efforts by Applicant on behalf of the Peceiver. 
jor example, approximately $4,506 plus shares of stocl:s vere 
ollected from Interstate Securities as a result of corres- 
tondence tetween Applicant ani Interstate which occurred 
ving August and September 19469, During the month of 
eiteniiar, Applicant communicated with counsel for Shields 
Company which had attached a bank account of the tankrurt 
hC yranklin National Bank in an attempt to prevail upon 
yiields & Company to relecse its attachnert. Repeated 
rrespondence between Applicant and counsel for Shields, 
Company was of no avail and at Receiver's recuest, 


»~plicant cormenced preraration of an application and an 


der to show cause requiring a surrencer of the sum of 
130,090 held in the benkrupt's bank account at Fran!:lin 


etna Bank. The need for this litigation erose on 


count of the delay on the part of creditors who hod attach- 
! 
uta aryainst said bank account refu-ing voluntarily to 
lense them. On or about October 31, 1569, a turnover 


1 


ccer was entered by Referee Loeventhal in these procecdin- 


rich resulted in the releane of $139,999 which was plac: 


h an interest Learing account pursuant to authority rranted 


the Court, 
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46, Similar services were rendered by Applicant in 
opnection with collection of credit balances of the hentrupt 


stockbrokers. In one instance, the brekerace firm 


pF Cohen, Sisson: *n & Rea refused pavient of a credit alance 


K€ avproxtamtely $3,009 in the absence of a court order 


pouting the turnover of such funds. The necessary court 
i 


i ‘ 
brder was obtained after an eprlication therefor was made 
by the Receiver and that application was granted by order 


j : _ ; 
‘ies Loewenthal dated on or about October 20, 1969. Like~ 


4 


Wise, other accounts receivable and credit balances were 
tollected only after peroistant dunning by Applicant on 


ponaas of the Receiver. Likewise, the firn of Mayflower 
| Fa 


ecurities Co., Inc., refused to surrender the sun of 
| 
jpi2, 126.45, Applicants prepared an order to show caure 


| 
iMirected te Mayflower which was sipned by Referee Locventhal 


pn Noverber 10, 1969. As a result of this proceedinr the 
\| 
entire account was collected by the Receiver on or about 


becenber $2963 


| 47. It would be impossible for Anplican: to detail 


li 


ll of the services which were rendered by Applicant on heh 


1 
pf the Receiver. Literally thousenjls of letters were uricten 


Mind received by Applicant and thousands of telephone calls 


yore made and received by Applicant. In addition, feplicent 


——_ 


ttended nunerous hearinss before this Court in the revresen- 


= 


tation of the Peceiver; Applicant defended clains acainst 


= 


SS 


nis bankrupt cstate during the Chapter XI proceedin7s, and 


hh  SS|SSSSS=== 
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Indeed, tried and defended at least three reelanation claims 


ineainst this bankrupt estate which required complete trials 


pud submission of mernoranda of law following trial. Anplicant 
believes that the effectiveness of the services which it 


rendered to the Receiver demonstrated by the fact that folle 
Kng adjudication herein a very modest sum was collected by the 
eae in Bankruptcy on account of "quick" assets which 


‘cre known or becaise known to the Receiver durine the course 


of his administration because of the effective camraicn 
jounted by Applicant on behalf of the Receiver to reduce all 
bossible assets to cash. It is interestins to note that in 
1 
kddition to the securities viich were turned over to the 
Frustes in Bankruptcy herein, elmost $600,009 in cash was 
kurned over to the Trustee in Bankruprtc, as a result of the 
ILecorts of the Receiver and tls Equity Meceiver. The ce- 


i + 
Rurities which were turned over to the Trustee in Santrurtcr 


ogzether with a couputerized inventory thereof, had a value 


f approximately $379,090 as at the date of adjudication 


48. Applicant also worked closely with svecial tax 


ounsel to the Receiver, the law firm of Paul, “Yeles, Rifkind, 
harton & Garrison in connection with the claim of the Urited 
tates Governuent asserted ecainst che benkrupt for over 

AL, 100,000 on account of an alleced lfability for interest 
‘qualization taxes. In conjunction with the investifation 


| 


ind representation by special counsel, applicant met end 


onferred with special counsel and researched various 


uestions posed by apecial counsel relatin7z, to matters 


overned by Sections 57 and 64 of the Fankruptcy Act, ano 


thers, 


| 
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| 49, It would be impossible for applicant to 


teview and reci_e in detail, each and every rrefessional 


\\i 
HH 
ervice rendered to the Receiver in this proceedinz. 


tuunary of services rendered by Aprlicant and set forth 


H| 
] 


i#bove ie intended to hivhlirht the intensive neture of this 


| 
tetention and is not intended to be all inclusive. 


po os THM COMPENSATION SOUGHT 


} 50. Applicant believes that it is undisputahle 


H 
{i} 
it 
i} 
that the cervices it rendered to the Equity Receiver and 


} 
Receiver herein were extensive and substantial professions 


Fervices which were demanding in terms of time and effort 
land particularly because of the nature and difficulties 
inherent in an insolvency proceeding in respect of a brok 
pate In a case such as the one involved here, involvins 


| 


rection), which is brousht under control, orpenized under an 
£. 


Iquity Receiver and a Chapter XI receiver In a relatively short 
\ 


ime, when an intensive investigation is undertaken by 
pounsel for the Receiver, no one would doubt that the value 


ft those services is incalculable when the results which are 


Sl. The very nature of this typo of a precec!: 


pen ere comparable to those in the cese et bar. 
| 
pnd the assets and linbilities of the bankrupt imposed uron 


\\pplicant, the Receiver and his accountents a dezree of 
hi 


i| 
Iresponsipility in excess of that ordinarily present in 


icepresentation of a temporary receiver. Ey their nature, 
1 
\ 
| 
| 
| 


26 


L chekis of alincst $1,500,090 (without rerard to causes of 
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i 
i 
1 
{ 


ii " 
proceedings which are instituted to maintain the status cu 


ante pending a more definitive resolution of the rrotlers of 


lithe particular insolvent entity. However, in this 
jeauity Receivership and the Charter XI proceedings 


Sipe one vear. 


52. On Nececber 1, 1969 the law firm of Selirson 


It Morris ceased the active practice of lew as a partners!in. 


Applicant; Harvey R. Miller, a member of Applicant; Alan h. 


\) 
Miller, a senior associate of Applicant; and William ®. 
} 


i 


Fabrizio an associate of Applicant all became asscciated 


H 
with the law firm of Veil, Cotshal & Manres, /7€7 Fifth 
" 
i\4 
Avenue, New York, New York, Professor Selirson becane 


i) 

Counsel to the law firm of Weil, Gotshal & iianges on that 
} 
jdate. Harvey R. Miller became a member of said firm on 


Mecember 1, 1969 and Alan B. Miller and Willian R. Fabricio 


H 


becane essociates of the law firm of Veil, Cotshal & Manecs 
lon Decauber 1, 1969, Said individuals had comprised the 
Itean of attorneys who had rendered services to the Receiver 
lin comection with the Equity Recejverehip and the Chapter 


Xi proceedings. ‘hose services which had been rencered to 


ithe Receiver by Arplicant prior te D t 1, 1969 vere 


continued by the eane team of attorneva after they became 


laneociated with Weil, Cotshal & Marzes. Thua, there 


| 
| 
jreceiverships are traditionally short and rather wncomplicated 


yras no interruption in the services «hich hed en at 
H 
Jbeine rendered by Applicant. The substitution of 


hha / 
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A 


otshal & Manges as ettorneys for the Receiver in place and 
ptead of Applicant was confirmed by order of this Court 
pated December 24, 1969. 
; 53. Applicant notes that, following the adjudica- 
tion of James Anthony & Co. Inc. as a bankrupt, which 
becurred on or shout a 2, 1970, a period of close to 
| months was required in order to enable Applicant and its 
| uccessor firm, ‘eil, Cotshal & Manges, to prepare iia 

bait to the Trustee a comprehensive report on those events 


and developments which had occurred during the Chapter XI 


he form of Exhibit "A" hereto, was submitted to the Trustee 

n Bankruptcy together with pertinent docuients on or about 

arch 17, 1970. 

: 54. Applicant and Weil, Gotshal & Manges believe 

phat it is fair to state that the ssrvices which they rendered 

ere necessary, proper and beneficial to this bankruptcy 
estate. As evidence of whe Senate which wes conferred by the 
ipervices rendered ey Applicant, it is noted thet the gross 
Inssets which were turned over to the Trust -e in Bankruptcy 
iepproximated substantially more than $900,000, which included 
Leproxinately $600,090 in cash plus an inventory of secur- 


ities having a value substantially in excess of $300,000. 


i 
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55. This application is made for the allowence of 


final and reasonable compensation for profersional services 


1] 


pretuslty rendered by Applicant in the Chapter ¥I procecdines 
| 
lhnd in the Eouity PReceivership from the date of the initial 
H 


ljeetention of Applicant in March 1969, throurh and ineliuciins 
jpecenber 1, 1969, at which time the law firm of Weil, 


\ 
[ 
Gotshal & Manees waa substituted for Applicant aa counsel 
} 


litor the Receiver. A separate application for the allowance 
Ps final compensation to the law firm of Weil, Cotshal * 
Wonnes will be submitted by said firm which will incorrerate, 
by reference, this application for en allowance in ites 
kntiréiy. 


56. The rendition of professional services herein 


iby Applicant required the expenditure of substantial time 


ba effort on the part of scveral attorneys. Purine the 


aoe of the Moquity Receifvership and the Chapter ¥I rro- 
eeedings, Applicant devoted an arnsregate of 571 3/4 hours hy 
| 


| 

\ 

| 
fl 


nenbers and associates of Applicant and of that amount, 
‘mete 550 hours were expended between July 3, 1°42 
| nd December 1, 1969, a period of five months. One of the 
: taditional neasurements of compensation considered in 
ankruptcy proceedings is the time expended by counsel. Set 
torti helow is a detailed analysis >of the time actually 
lexpended by Applicant, indicating the nane of the attorney 
Shs expended the tine, his billinm rate per hour, the nunbe 


pt hours expended and the totel charees: 


| 
} 
| 
{ 


! . c ’ . . . 
| Seligson & Morris Application for Allowance 


Billing 
Rate tours 
fr of Attorney Per tour Expended 


. LOULTY 8 CEIVERSUIP 
| 
| 


J 
tharles Selifrson $125. 15 1/2 


farvey R, Miller . rp 


| 
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Rillins 


| 
Rate Hours 
" 


} 
i 
ame of Attorney Per Your ixpended 


haries Selizson $125. 15 


} 


yarvey R. Miller 85. 66 5,619. 


pian B. Miller oh 347 1/4 19,998, 


“= R, Fabrizio 117 1/2 =e ine 


Total 545 3/4 $39, ANE, 25 


| po. £2 
| Crand Total* 571 3/4 $33,421.25 


{ 


Fhe professional services required of Applicant in these 


Sroceedings derianded a hirh derree of professional con-. 
petence and expertise. The attention of the Court is drewn 
ko the fact that, prior to 1969, only one stock-brokerare 
firm had ever been the subject of an insolvency proceeding 
tn this Court. In re Ira Yount & Co. (64 8 259); and 


Applicant was counsel for the Trustee in that case, Throuri 
i 


' 
\ . 
ithe knowledre and expertise vained by Applicant in the Uourt 


Arplicant wes able to briny to bear and tale advant: 
be its expertise in connection with licuidation of a brote 


Nlealer under the provisicns of the Bankrustcy Act. 


I Applicent maintained concurrent time records of 411 


} 


services rendered to the Receiver which are availa lc 
for inspection upon recuest. 
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‘ourt may also note, Applicant's adversaries in this case 
rere hirhly respected merters of the Far. 

57. The rendition of profersional services herein 
Les under the general supervision and puidance of Charles 
| 
Relirson. Professor Selipson is a recornized authority a: 


' 


Ipxpert in the area of creditors’ and debtors’ rishts. His 


#xperience has extended over forty-five years of 


continuous 


pnd active practice of law. Profcscor Selinsca is also 
tiadiraan of the Mational Bankruptcy Conference, a member of 
the Advisory Cormittee on Bankruptcy Rules in the United 
tates Judicial Conference, and a Professor of Law at New 
ork pniversity Law School. He was appointed by the 
resident of the United States as a member of the cormnission 
© study the Bankruptcy \ct and to recormend to Congress 
revisions, amendments and/or chanres in bankruptcy lav. 
rofessor Seligson is also co-author of four voluncs of 


Bankructcy - 14th Edition, and he has written and 


ectured extensively in the area of his expertise. Nis 


xperiecnce and scholarship added to the successful represen- 


tation of the Equity Receiver and tiie Receiver in these 


58. A substantial portion of the services rendered 


| 
| 
| 
| - 


"Boccia i 


PY applicant jn t o proceedings vere rendere’ by or under 
he supervision of Harvey R. Miller. Harvey f., Miller was 
member of Applicant end has had long and extensive 

sxpericnce in proceedines under Chapter XI and other pro- 


isions of the faniccuptcy Act. We is co-author of the 


for Allowance 


enfcrence, and will become an Adjunct Associate Professer 


bf Law at New York University Law fchool in the fall of 
| 
974, 


59. The bulk of the services rendered on a dav- 


o-davy basis in coftnection with these proceedines w 


| 
| 

fendered by Alan 5, Miller. Mr. Miller was a sentor rssocia 
| 


£ Applicant and has had long and extensive experirce in 
roceedinzs under the Barkrurtcy Act. Since the tine thet 
pplicant rendered services to the Eauity Recciver 
Heceiver in these procecdings, tr. Miller has hecone 
sieetiead with an2 a member of the law firm of Weil, 

Manres. Additionel services which were rendere«:! 
herein were performed by William R. Fabrizin. Mr. Fabrizio 
had recently beco:ns a wember of the Bar when he joined 
EN Since chat time, Mr. Fabrizio specialized in 
RE Procecdings, becane an aesociate of the law fim: 

41, Cotshal *® !‘anees and is row associated with the firm 
Pf ilatn, Heagsen, Marrolis & Ryan. 
66. Based upon Applicant's usual and custonnrv 
harrpes for services rendered herein, Applicant's char~cs 
‘aoe normally exceed $40,000 had those services been rercere 
ko a client who was not a court-apnointed fiduclary in pro- 
Loeaines under the Bankruptcy Act. ‘“leverthcless, since 


1! “snirét of eccromv 
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ct, Applicant subiiits that it is entitled to be compen, ate. 


x the fair and reasonable va'.sa of the services which have 


cen rendcred by it particularly where those services have 
i 
\ 
iFesulted in enormoua benefits to the creditors of thie 
I 


Hi 

lbankrupt estate. Applicant has not received any comnensa- 
i 

Hon whatsoever despite the fact that more than four yeors 


i 
| 
" 


- elapsed since those services were rendered. Accord- 
Kngly, applicant requests that it be grarred a final allow 


Ries of compensation in these proceedings for the servicos 


Hi 
jnctually rendered to the Equity Receiver and the Receiver in 
‘ 


| 

the axount of $33,999, 
i - 

| 61. Applicant has disbursed the followine anounts 
fi! 


‘ ‘ 
jfor the actual and necessary expenses incurred in the 


wendition of professional services rendered herein and 


ae reinburscrent of such disbursenents: 


Dup! ication charzes; 


Postaze (special): 

Nessouger service: 

Long distu: ze telephone charzes: 
Fees for lien and other searches: 
Special stenographic overtine 


charges and transportation 


end meals relating to sare: 


Transportation and meals: 
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inusual or svecial stenorraphic charres., These charpes, 
i 
|Ehe fares end ueals of the persons performing then, are 


Limited to special esituacions in which applicant was walle 


to perfomn the services rendered during nermal business hours 
| 

hnd in the absence of srccial overtime secretcrial assis 

| 


Said services were performed cither at night and/or on 


yreckends in order to properly protect and safercuard the 
of th’s bankrupe estate. charre is wade or sor 


for seerctarial services which were performed during. ordina 

i 

| 

lbusiness hours and all possible attespts were made to nerforn 
it 

ihll services during ucual business houre and to limit the 

\\ 

ibmoumt of special overtime stenorraphic chrreces. 

iH 
\ 


| . 


$2. No previous application for the relief sou it 
\ 
‘erein has ever been viade to this or any other Court. 


WHERRFORE, Applicant prays that it be allowed, 


Final compensation for profeseional services rendered herein 


ito the Lauity Receiver and the Receiver in the sum of 


4 


633,000; and that it be reimbursed in the sum of $749.28 for 


ibetual and necessary expenses incurred in connection wit! the 


rendition of the professional services; and that Applicant 
| 


have such other and further relief as is just. 


Pated: New Yori, New York 
| January 3%, 1774 

SEVLTCEO & SORRIS 
Attermnuyvs for John T. 
as Feuitv Tecetver ant 
e/a Natl, Cotehal § 
747 T4lth Avenue 
New Yor, New York 
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45 
Anthony 
rendered at that time 117 and a half 
hour services at $35 an hour for 
$4,112 50 or a total of 545 and 
three-quarter hours for $39,696.25. 
I can tell you that Narvey 
Miller and I spent many days before 
Judge Loaverthal et that time in 2la 
examinations of the members of the 
Massiecllo family in iu atten, - 
delve into the Uruns Norceman things 
that ir. Rosen toid Ycur onor about 
before, the personal family 
actions involving hundreds of 
of dollars, pay=zent of bills, perconal 


bills by the bankrept and a varicty 


of other catters, Lacluctaz 


tion petitions that were svccessfully 
defended; claims for tracing of 
securities snd a host of other matters. 
This was in my view 2m extra- 
ordinary situation because your average 
receivership last. a period of thirty 


to sixty days. This one lasted one 


RAYVID REPORTING SERVICE 
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Anthony 


year and the problems that are 
encountered in the average receivership 
are really we will hold it forth until 
the trustce is appointed or elected 
and then we will turn it over. 


To the extent you can in the 


usually brief period of time gather 


together some assets, all well and 
good, but here we had a whole year. 

We started what I think wa 
avery geod s 
which has been assumed since then by 
Mr. Morritt and by Mr. Rosen. 

I think if Your Honor will 
at Mr. Collins' application, there is 
appended to it the receiver's financial 
report sy the accounting firm of 
B. Lernard Greidinger & Co. They 
became the receivers' certified public 
accountants pursuant to an order entered 
by Judge Lowenthal bout July 15, 1969, 
and they really performed an ineredible 


task. 


RAYVID REPORTING SERVICE 
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These records, these books 
that were available when Mr. Liman's 
firm and ours went down first to cee 
this office, it looked like a wind 
tunnel. It looked like somebody aad 
just come in and thrown everything in 


the middle of the room. 


There were tickets, sales and 


purchase tickets just scattered in boxes. 
We found checks, securities in desk 
drawers. This was the typical wey in 
which these offices had been maintained. 

So it was incembent upon the 
receiver to retain accounts to try. and 
reconstruct and I am painfully recon- 
struct what nad occurred and they 
did in my view an outstanding job. 

The Peat Marwick firm who had 
prececed them had done a -- of 
customers and brokers-dealers to 
get their views as to what the 
liabilities of the bankrupt were but 


the Greidinger firm started from the 


RAYV!ID REPORTING SERVICE 
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Antheny 


bankrupt's end to see what the banke 
rupt's books and records were. 

I just can't say enough for 
the assistance that they rendered to 
the receiver and all of his counsel 
during the Chapter XI proceedings. 


Now, wnile they were trying 


to reccnstruct that, we were out 


trying to collect assets and resist 
the claims, if you will, of persons 
who were -- who claimed they were 
entiticd to cash and securities. 

THe JUDGZ: Do you have any 
judgment as to what your activities 
and that of ycur client Collins contri- 
buted at the time three-quarters of 
a million dollars in assets? 

MR. MILLER: Yes, in Mr. 
Collins’ application, in paragraph 49, 
1f I may refer Your Honor's attention, 
total cash receipts of the receiver 
in the Chapter XI proceedings were 


$632,430.09, which included certificates 
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Anthony 
of deposit which he had collected 
in the preceding equity receivership 


of $425,000. 


THE JUDGE: That is paragraph 


MR. MILER: 49. It recites 
that on February 13th Mr. Collins 
turned over to Mr. Busch, the trustee, 
certificates of deposit in the face 
amount of $568,272.57, which had 
accrued int2rest on that date of 
$3,900 plus cash of approximately 
$25,000 and securities which were 
valued as of January 30, 1970 at 
$370,060. 

So that I think that it's 
fair to say that the equity receiver 


and his counsel, general and special 


together, furrished the bulk & the 


estate. 
I don't know what the value 
of the securities is that's on hend 


or what's happened since then. 
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to 


a- 


case ) 


ances 
50 
Anencay 
Of cturse, Mr. Morrics s;ould 
be familie; vith that, but 2 > now 


that there icc a very niece prrrcce 


turned o-. > the trustec + .-a he 
qualificc. 


T.2 QUOGE: Is there anything 
you want to ws further? 
. YR. MILLER: Well, = would stand , 
on our papezs. I think the- 42:2 job 


that we cic in the period c- “109 


speaks for ..71f. T don*t: 21." 28 SEAL 
there were .. i. 21lf dozen a: ap 
yeceivable c were owst and 
not collec:  ° vy either hr. ie: 


firm or by cur firn. 

Indeed, many of the acecunts 
-aceivadic «itch were collss:.- during 
Lhe receiverships were £rca i us 
which ultimately wound up in this 
court, irnci’::iing First Dovenc aise 
and others. 

..5 JUDGE: How ate ~-..: hour ly 


yates tho: v1 were asking “ocx in your 
: iw 
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~~ 


Anthony 


to 


t snowed that it wes charged at «.ir 


~cqasonable rcoi:s which were 1°¢:s 


1a) 


“i ss but whic: «cvertheless v2 *ccl 
7 
wwe yery substr.cial services z....2red. 


We tuxne< cver close to -=- an 


) 


cevrta of close t2 2 million do. 


biicccen my firm aii Mr. Liman's “ism. 


e \ 
1] , 
We were <.o1.7 to <= upon ...:elds 
12 
€é Co. o£ over $1°°:-°00. We coli © :ed 
13 a 
I ii:ints it was o.:. $55,000 to . ait) 
14 
seounts res" ‘sle. We had +: :-2ks 
15 
divicends ° eollected. 
16 
Gokn, Si: .-s0a and Ray, 
17 
ctt’acted a subct: itlal receive): 2 
18 
e” several thous: :.:. Many of f..cs2 
19 
f'«3 are no Llo~ 7: in business. "2 
20 
—~ucrced hard to .:llect these ascets, 
21 
zlil of us and I thiik we did a g¢70d 
99 ‘ 
? i 


THE JUD:;:: Does anyon? i':¢ 
civ questions? 


MR. SA: Yes. 
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Anthony 

I think Mr. Morritt and Mr. 
Rosen will tell you the kind of shape 
they found that office in when they 
eame in after the adjudication. It -- 
a good deal easter for them having 
that kind of attention devoted -- hr. 
Fabrizio was right out of law school 
when he came on this case but he really 
rendered valuable service to us. 

It was a question of needing 
people to work on this case and we 
needed people <-- not less skill but 
less experience perhaps. 

THE JUDGE: He started out at 
the rate of $35 an hour which is not 
exorbitant for even a first or second 
year man. 

THE WITNESS: Right. 

Q° Can you explain what youdid 
during the receivership? 
A I probably answered over a thousand 
letters, took over a thousand telephone calls, 


reviewed -- if I didn't prepare any -- every 
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\ : 
piece of paper in this court, I certainly 


reviewed it. 

1 appeared before Judge Lowenthai 
in 2la examinations of every one of the Massietlos 
family for serveral days; the transcript of 
which were turned over to Mr. Rosen and Mr. 
forritt. 

i appeared in opposition, as I Says 
to the reclamation proceedings. I drafted 
an interim report by the receiver which was 
sent to every crecitor. 

In effect, I was the man during the 
Chapter XI p.oceeding who handled this cas2 on 
a day to day basis under the supervision of 
Prof. Charles Seligson and Harvey Miller, who 
were the snnior and junior members of the firm 
of Seligson and Morris. 

Any inquiry, any legal document, 
any letter that had to be answered or written 
probably went out over my signature. 

THE JUDGE: For the court 
would you just briefly describe the 


kind of timekeeping records you 
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: Mr. Morritt. 
. NEIL MORRITT; 
. . Called as a witness, having 
been first duly sworn by the 
. Judge, was examined and testified 
: : as follows; 
; EXAMINATION BY TH JUDGE: 
* q What is your name? \ 
A Neil J. Morritt. 
i Q What is your address? 
" A 200 Park Avenue, New York, New York. 
” In view of counsel that has gone 
aS before me and has described the background to 
. the court, I don't think there is any necessity 
” to go into that. 
m So I will pick it up simply from the 
- point at which Ictarted representing the trustee, 
" Mr. Busch. 
¥ I will say one thing and I ‘vill have 
* to agree with counsel that went before, that the 
. handlihg of the €.E stock brokerage house 
“ bankruptcy has been far and away the most con- 
23 


plicated, involved and complex matter that I have 
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ever been involved in and I would say that 
most counsel that have becn involved in this 
situation would say the same. 

We started off, of course, prenaring 
applications and orders authorizing retention 
of general counsel and special counsel. 

We prepared -- J prep red an applica- 
tion and order to show cause for records to be 
turned over. There was an application for an 
oder for :retention of accountents; all in the 
administration -- the taking over of the estate 
here and I think you can get somewhat of a back- 


al 


ground from wiict existed in that regard from 
what Mr. Miiler has stated. 
te taking over cf this from the counsel 

for the receiver was a monumental job. There 
wes a premises at 350 Church Street that Hr. 
Miller referred tobtut no release had been signed. 

We took over in the process of negott- 
ation of a lease. We had to redraft substant! :1 
portions of that lease. I negotiated with the 


attorney for the Port Authority, worked out a 


favorable arranzenent; made an applicaticn to the 
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court which was approved and we had the use of 
premises at 30 Church Street for the time that 
was necessary. 

I prepared applications and orders 
for transfer certificates of deposite, subse- 
quent orders authorizing renewal of certificates 
of deposit at the prevatling highest interest 
rates. 

I prepared applications and orders for 
appraisal and sale of assets. I prepared the 
trustee's interim reports in connectim with the 
trustee. 

I would ~ y one of the most time 
consuming aspects of handling this type of 
bankruptcy and it certainly consumed a lot of 
my time was simply handling inquiries by 
creditors. By rhe svaiee nature of the 60E 
stock brokerage house bankruptcy, you get a 
lot of creditors that are not represnnted by 
counsel and I don't mean this in any demeaning 
sense, they're repreeented by counsel who really 
don't understand the nature of the bankruptcy 
and who had no tdea of the rights of their 
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clients under Section 6CE. 

It's not an adversary proceeding in 
that sense, it's the duty and obligation of the 
attorney for the trustce and the trustee to 
advise creditors and answer their questions as 
to what their rights may be and what their 
position has to be. 

There wasn't a day that went by that 
wasn't filled with letters, telephone calls 
from various crevitors. The trustee handicd 
some of them, I handled a great deal cof them. 

We had to frankly because if we 
don't, then the telephone calls started coming 
into the court aad they have to be taken care 
of. These people have to be advised and their 
questions have to be answered. 

Just taking over the documentation 
fn ths matter was a tremendous’~ time consuming 
job. I spent tine at the offices of Paul 


Weiss. I spent time with Mr. Miller. The folders 


between Paul Weiss and Mr. Miller, excluding 


transcripts of 21a examinations would cover 


half of one of these large tables. 
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I think just the letter that Mr. 
Miller prepared, just listing the documents ran scome- 
thing like nineteen or twenty pages. Everyone 
of those had to be receinted, everyone of them 
had to be read, reviewed, catalogued. 

In other words, before you could 
even start going on this thing, yo had to 
know what you had behind you, what the basic 
documentation was. 

Then, for example, talking about 
the securities, the take-over of the securities. 
We were advised that that would be a four day 
job, a three to four day job just takins over 
the securities. 

We are talking about thousands and 
thousands of securities. The problem was they 


were in a safe deposit vault and if we couldn't 


furnish it in one day, we'd have a serious 


problem of moving these securities. 

We assembled a team, we went in there, 
I think we had something like six or seven people. 
We wacked from carly in the morning to late at. 


night. 
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Mr. Miller, I believe, was there. We 
went through every single security, checked it 
off and coupleted the entire task in one day. 
That's the kind of thing that's involved in 
this. T%ci's the kind of thing that absolutely 


requires the attention of counsel. 


There is no way that you can have 


clerical help, you know, without supervision 
dealing in this type of situation. 

You are talking about hundreds of 
thousands of dollars of securities and many 
mal questions did arice as to how a given 
security had to be described, whether it 
correspoided to what was Listed and so forth. 

I would say that it would take a long 
time to go throuzh every aspect of this. 

THE JUDG: I think you 
well decurented the highlights 
your scrvices. 

I have glanced through that 
and obviously I will give it more 
careful sccvutiny when I come tomke 
a recormendation. 
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Do I understand that you 


’ were in private practice for yourself? 
; MR. NORRITTL I am a partner 
-* in the law firm of Hicko and Busch as 
; indicated on the papers.! 
, Mr. Busch, who is the trustee, 
; is my law partner bit I handled this 
" matter individually. It was not the 
” firm that handled it but I tiandled it 
- rather myself. 
13 


THE JUDGE; I am looking a 


paragraph 101, so that all the hours 


that are set forth there are your hours, 


no one else in the firm? 


MR. MORRITT; That's essentially 


correct. 


I did have assistance from time 


to time. Obviously, I used the offices 


of the firm, I used secretarial help 


in the firm and so forth. 


THE JUDGE: But I am talking 


about professional help that worked 


on this were principally yourself? 
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MR. MORRITT: The number of 
hours billed are my hours. If I used 
legal staff, I did not bill their 
hours because it wasn't that signi- 
ficant a factor. 

THE JUDGE: Your hourly rates 
have moved up from 1970 at $75 to $35 
1972 and $100 in 1974? 

THE WITNESS: That's right. 

THE JUDGE: Reflecting today's 
increased costs, inflaticn. 

THE WITNESS: I would venture 
to say we probably made more money at 
$75 an hour in 1970 than I do at $100 
an hour in 1974, 

‘HE JUDGE: How do they compare 
the rates you charge » ¥ -egular 
clients? 

THI WITNESS: These rates that 
I am billing for reflect rates that I 
charge my regular clients that were 
charged on a time basis at those time 


periods idicated. 
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THE JUDGE: What. fee application 
is Mr. Busch seeking? 

THE WITNESS: Mr. Busch has not 
put in an application at the present 
time for his fee as trustee. He will 
be preparing that and will tk submitting 
it to the court. 

THE JUDGE: In short what you 
are saying from your papers is that 
you feel that you have earned $132,250 
and recognizing the econony fostered 
by the Bankruptcy Court you are wiiliug 
to accept $125,000? 

MR, MORRITT: Your Honor, I 
earned every cent of it. It was with 
sweat. 


THE JUDGE: I am not going to 


\ 


make any comment unless I veaity go 


through it. 
Is there anything more you 

want to add? 
MR. MORRITT: I think that's ic. 


I think the papers pretty well speak 
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for themselves. 
THE JUDGE: Do counsel or any 
other interested parties care to inquire? 
EXAMINATION BY IR. SARNO: 
Q Irn these hearings in the 2ankruptcy 
Court, were you frequently present with Mr. Rosen? 


A Less than half of the time. I came only 


when I felt -- we tried very much to avoid any 


possible duplication of effort here. 

The only time that I was present for 
hearings and it was probably less than fifty 
percent of the time, were those areas wnich in- 
volved litigation that I had the predominant 
responsibility fcr. We had a breakdown of 
responsibility between Mr. Rosen's office and 
myself, although we communicated almost daily 
on these matters. 

But for example, where the Massiellos 
were being examined in 2la, although I may not 
have asked them direct questions, certainly there 
was information that I wanted to obtain from them 
and I would sit at counsel table with Mr. Rosen 


and we would work together with it. 
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There were some situations in which 
Mr. Rosen was not here and I took the examinations 


myself, but essentizlly he was there, I would sg, 


less than fifty pe-cent of the time because it 


wasn't necessary for me to be there al] the time. 
Q Can you approximate approximately 
how much of your hours were spent in the Bankruptcy 
Court hearings? 
A I really couldn't estimate. I make 
no distinction-- Mr. Rosen makes a distinction 
for time charges in court end out of court. 

It's not my practice to make that 
distinction. A reading of my papers would indi- 
cate though because I have -- because I have 
time records, would indicate how many hours I 
spend in court. 

Since I meke no distinction for 
billing, I really couldn't say. 

THE JUDGE: The same question 
I asked Mr. Rosen and Mr. Miller about 
bank-up documents, do you keep a diary? 
THE WITNESS: Yes, I keep a 


diary in connection with any matter 
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I am handling on a time basis. I make 
a notation of phone calls and so forth 


and whatever work that we do, that's 


then locsed cumulatively by week or 


by month. 
It varicd from various times. 
We changed the procedure at various 
times from 1970 through 1974 but the ; 
records, the time records are a reflection 
of actual records kept by myself. 
THE JUDGE: The daily work 
sheet; are made at or about the time 
that the work is being performed? 
THE WITHESS: Yes, at the tine 
that it's being performed. 
Q On the Bruns Norcema. litiga- 
tion, you madeourt appearances there? 
A Yes, I did. In fact, I argued. 
The primary thing on Bruns Nordeman 
of course was the motion to dismiss. Frankly, 
I am pleased to say that we made law on that 
and I think it's good law and I think it will 


hold up, but I argued -- I had the predominant 
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responsibility for preparing the pleadings, 
the briefs and I argued the Bruns Nordeman 


case befcre the court. 


Q On those court appearances you 


were in court together with Mr. Rosen? 
A No, Mr. Rosen was not present at the 
time that I argued the motion. The trustee was 
present with me, of course. I have been present 
~~ 1f your question is have I’ been present with 
Mr. Rosen in court on the Bruns Nordeman matter, 
I have attended several hearings before 
Magistrate Raby with Mr. Rosen. 

The nature of the Bruns Nordeman 
case -- in fact, the nature of most of the things 
that involve nes Anthony is such that it's 
an impossible task for one attorney. 

There are various aspects. If you 
saw the pleading and the memo and se forth, 
I think you would appreciate the fact that 
you divided up various aspects of the case, 
warious responsibilities. 

Therefore, on occasions when it has 


been necessary for both of us to be there, I 
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here with Mr. Rosen. 

MR. SARNO; I have no further 
questions. 

THE JUDGE: Mr. Liman. 

LIMAN, 

Called as a witness, having 

been first duly sworn by the 

Judge, was examined and 

testified as follows: 

MR. LIMAN: I ama member of the 
firm of Paul,Weiss, Rifkind, Wharton & 
Garrison. We were the attorneys for 
the equity receiver appointed in 1969. 

I should say that not only 
have five years past but I was not 
aware until late last night that the 
heering was on for today. 

I was the partner in charge of 
this matter and Mr. Miller has sketciied 


out some of the problems and -- I will 


try not be cumulative. 


The equity receivership was 


established at the insistence of the 
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$.E.C. and I attended the first meeting 
at the §.E.C. with the Maasiellos and 
their counsel, at which time we were 
told that the estate, if it fails 

were cleared up, should have a net 
worth of aoproximately two and a hali 
million dollars. 

I personally visited the 
brokcrese office and I should say by 
way of my qualifications and by way 
of giving Your Honor some idea oi the 
dimensions cf the preblem that has 
been illustrated by others here today, 
that I formed the securities fraud 
unit in the United States Attorney's 
Office under Robert Morgenthau. 

I think in that capacity I 
had seen the inside of a number of 
what are called boiler rocms. Not 
to suggest that Mr. Massiello was 
operating a boiler room but just by 


way of comparison with the record 


keeping, I think that this broker-dealer 
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was in the worst shape that I had ever 
seen and that I could ever imagine. 
The last audit had been 4 year 
and a half before it as I recall it 
and there were just no postings -- 
yet the proprietor was insisting that 
there was a substantial net worth if 
we could only marshal the assets. 
Therefore, we had, as I saw 
it, basically three or four main 
tasks here. One was to mzrshal the 
assets as promptly as we could and 
that included -- claims against the 
assets which were multiplying. 
Second, was to make the effort 
to determine what was the true sate 
of this broker-dealer and third was 
to preserve the status quo so that if 
it turned out that Mr. Massiello's 
esimates were overly optimistic and 
that company wes truly insolvent, that 


claims for preference would not be 


lost. 
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3 
Finally, we had the problem 
4 
of dealing with the tax situation of 
5 
this company. I should say that the 
Pe : 
tax situation was such that there was 
7 
an indictment returned in the Southern 
8 
District based on the facts involved 
9 
here. 
10 
On the marshalling of the 
1] : 
assets, we resisted a nuxber of claims 
12 
in court. I particularly recall the 
13 
Shields claim where an attachment was 
14 
vacated and where the result was that 
15 
we succeeded in releasing over $360,000 
16 
in funds that were at the Franklin 
17 
National Bank. 
18 
All told, this goes to the 
19 
issue of benefits and its sketched 
20 
out in one of the last pases of the 
21 
petition here. 
22 
We marshalled some $384,000 
23 
in cash and some $350,000 in the 
24 
stock value. 
25 


We also, of course, were 
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involved in ti2 complex task of 
inventorying t..: stock which «:s 
Iving all over % 

I should cay that was not 
just a mattor o. trying to t:.:2 certi- 
wicctes and c.'c chem up becci:z2 to the 
excont thot ecrcificates were ear- 
marked it was critical that you make 
a record of th-* and preserve the rishts 
of customers. 

The tar’: of trying to “ind out 

eart the £inarci:1 conditicn ‘«'.s was 
2c. licated b: the general 
"211 Street at cnat time. 

We ars cll aware of the back 
oifice colla:::. This was ;cshaps 
the most grap.:ic example. 

Mr. t:7ciello belicy:i and 
stated or at least stated that he was 
owed substanti: > amounts of money by 
Chealcal ban!:. It took us come six 


toaks beforz !:': nical would 7 looking 
¥ i] 


at the record =. what securities it 
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had received and what it had cone 
with them, advised that far from owing 
Jemes Anthoay money, Chemical Bank 

was owed moncy. 

This was a process that was 
“epeated over and overegain. It 
wasn't simply a matter of turning your 
accounts bcoks and saying try to 
confirm either entries or slips in the 
office or confirm what Mr. Massiello 
W2S SAYING. 

You had to do the pressing 
yourself because otherwise you'd get 

absolutely no response from Wall 
Street. 

We had, I note in the affi- 
davit som? three hundred calls from 
various cliims that we took care of 
during this period. 

The court proceedings are 
sketched out in the affidavit. The 
complex tax proceedings which re- 


sulted in our vacating a levy by 
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the government in the amount of 
$1,057,000 as set forth. 

My firm is particularly expert 
in tax matters and we continued even 
after the trustee was appointed in 
giving advice concerning the IRS 
assessments. 

In answer to one of your Honor's 
questions, we leep a computerized diary 
entry of the type that was described 
for Weil, Gotshal & Manges, it became 
inercasingly cpparent that this cogany 
Was under water. 

I brought Prof. Seligson in very 
early because I wanted to be absolutely 
certain that notvithstanding the S.Z.C. 
decision that this should be an equity 
receivorship, that if it became neces- 
sary to have a bankruptcy that all 
rights would be preserved. 

During this period Prof, 
Seligosn consulted with me personall, 


to make sure that we were going to be 
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positioning this company so if a bank- 


ruptcy “ecame necessary, that rishts 
would not be lost. 

At that point, when it became 
painfully apparent that unless a peti- 
tion was filed, preference claims 
could run and s0 one, we, with Prof. 
Seligson, arranged for the filing of 
the petition. 

I should say that in hindsight 
it's clear that this should have been 
in bankruptcy to begin with, but the 
S.E.C.'s normal preference is to fo 
for equity receivershins which ere 
very awk ard vehicles to deal with 
any kind of reorganization or liquida- 
tion. 

They just don't have the powers 
which you would have in a bankruptcy. 

It was grueling, difficult 
work, A lot of twiwas work which could 
be done by associates and we followed 


the practice, I personally, have 
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Q Besides Interest Equalization 
MS 


Tax Matter, which I gather is still open, 


are there any othor tax matters that are still 
open? 
A Not that I know of. 
Qur responsibility on this matter 
Was assumed by others. So that I can't answer 
that, 
MR.SARNOs I have no further 
questions. 
MR. FEL Z: We have Mr. Ira 
.Weisman, a partner in the firm of 
Sobel, Weisman & Co., functioning as 
accounténts to the 
Would Your Honor like Mr. 
Weisman to testify with respect to 
his application? 
MR. KLEIN: B. Bernard Greidinser 
& Co., Herts, Herson & Co. now, the 
successor firm, we were the accountants 
to the Chapter XI recciver. 
WEISMAN, 


Called as a witness, heaving 
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° been first duly sworn by the 
: yee Judge, was examined and tcstified 
oo bs as follows: 
; THE JUOGZ: If you can briefly 
' follow the procedure that you have 
; heard, you can do that. 
: THE WITNESS: In approximately 
" October 1970 we were reta ned by ‘ 
" the trustee to take over the accounting 
4 procecures of the bankrupt and the 
a estate. | 
% As was portrayed here by the 
- gentlerien before me, irrespective of 
* what conditions were prior to our 
" time, we cane in and the records were 
= in a horrendous situation. 
" We had many problems in 
e reconstructing them and sorting them 
: 7 to find out exactly what we had, which 
" took considerable time. 
- We expended a tremendous amount 
” of time in preparing ourselves to go- 
25 


into the record and to try to examine 
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2 
3 them and from that point on, I think 
4 we took them over, we found a situation 
) similar to thet that was expressed 
—- here in that the records were -~- some 
7 were in guod shape and some were piled 
8 high in the office that was rented. 
9 We had to get them together. ‘ 
10 We found checks all over the place, 
1] ) we found stock certificates and the ‘ 
12 like. Wheat we could assemble and 
13 garner together, we did. 
14 Fron that point on, whet we 
15 perforred, in additional to all the 
16 normil accountiig procedures, we had 
17 to get tegether the examinations. 
18 We spent considerable time on 
19 the examinaticns of the claims and 
20 the questionnaizes. 
21 , We spent time not only in the 
22 office of the bankrupt but we did -- 
23 I should say the trustee for the 
24 bankrupt but also in the courthouse 
25 in trying to compile the clains, 
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questionnaires and to compare them to 
find out exactly those that were good, 
those that were bad and those sort of 
in between. 

We filed many reports on the 
findings of fact and conclusions of 
law for the trustee and the special 
counsel. We spent considerable time 
on that. I might add that we have 
had the experience and we have done 
bankruptcy before. Before this we 
have also done bankruptcy in several 
stock brokeraze concerns. 

I have never seen from ny 
experience conditions as bad as they 
were in this situation. 

We did a lot of reconstructing. 
I don't want to drag this out for too 
tong, we spent considerable time in 
reconstructing the entire problem that 
we had here. We had the government 


reports that we had to file. We had 


to file the reports based upon our own 
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findings forthe attorneys so that they 
could be prepared for the court. 

We spent, I think, valuable 
time as was expressed prior regarding 
certain large claims which we were able 
to come up with some objections to 
people's cleins. 
: Not in a legal sense but in an 
accounting sense and we spent consicer- 
able time regarding the Massiellos and 
their problems and again, for submis- 
sion for thecetermination of the counsel 
who retained us. 

All these services were per- 

formed under difficult tasks. Many 
of the records were missing, they were 
incommlete but we did as thorough a 
job as possible uncer the circucstances. 

Where we couldn't do a thorough 
job on the accounting records we made 
sure that we went to the claims that 


were filed as far as the ones that 


were good and those that were bad and 
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v> examined every piece of evidence 
that we could to be able to report 
to the counsel what we felt were the 
proper claims in the matter. 

Other than that, I could go on 
and go into specifics. 

THE JUDGE: No, I think I 
have glanced at your papers. 1 think 
I have obtained a sense of the 
difficulties that were involved. 1 
am observing your application and 1 
gather that you have been paid one 
interim allowance of $25,000? 

THE WITNESS: I think that was 
sometime eso, yes. 

THc JUDGE: What you are asking 
for now is what? 

THE WITNESS: $35,000 and I 
call your attention to the fact that 
we have to the date of our application 
here out of pocket, including the 
salaries, of course, what we have is 


strictly salaries for our men and myself 
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and my other partner who worked on 
the account for quite sonetime, that 
we have had direct out of pocket 
expenses OL 

I think attached to our 
application also we have our com- 
plete time record as far as our 
hours category and by thecate. 


have listed it compietely. 


THE WITNESS : 


Any qvestions 


EYALLNATION DY IM. SAR: 
7 - ‘ accountf- 
Q You succeded. from the 
for the equity receiver, is that ‘ight? 
Yes. 
Q Did you say you found stocks, 


stock certificates and checks? 


A Evidently what happened, it might 
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have been an accumulation but when we entered 
the premises where they were kept, we did find 
-- evidently, IL don't know whether they were moved 
to this location from another location prior to 
this but we did find a tremendous amount of, 
let's call it, junk piled in the office. 
Amongst this we found many certi- 
ficates and.I guess there were dividend checks 
which we, of course, turned over to the trustee. 
MR. SARNO: I have no further 
questions. 


THE JUDGE: Any other questions? 


(No response.) 


THE JUDGE: There being 
thank you. 
All right, Mr. Klein. 

EXAMINATION BY THE JUDGE: 

Q What is your full name? 
A Jerry B. Klein. I am a partner 
in the firm of Hertz, Herson & Co., successor 
to B. Bernard Greidinger & Co. 

We were appointed by Referee 


Lowenthal in August, 1969 in connection with 
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the Chapter XI procecdings. 

I might add as a beginning poixt, 
Peat, Marwick, Mitchell who were the accountants 
in he equity receivership refused to continue 
because of the state of the records and the 
problems that were encouutered. 

We unfortunately undertook the 
mission after then. 

There is’ no sense going on into 
a detailed recitation as to the cendition of 
the records, but this was the first blush when 
nothing was in its rightful state. 

There was virtually chaos as to what 
the assets were, Wiat the records consisted of 
and what the state-of affairs were. 

It was virtually unknown. I'd 
like to mention all the things that Alan 
Miller had said. 

We virtually had put in hundreds 
and hundreds of hours working day and night 
reconstructing all these different affairs. 

The numbers of reports, letters, correspondence, 


numbered into the thousand. 
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This was in preparation of deter- 
mining financial position and marshalling the 
assets. 

We have heard mention of the 
securities count. We made the original count 
of securities which took virtually a week. 
Security by security for specific identifica- 
tion. We systemized these and put them on a 
data processing computerized system, which was 
turned over to the trustee in bankruptcy from 
which they made their examination. 

We had unc_vered directly securities 
in the files that were not turned over to the 
receiver that must have approximated about 
$40,000 directly. 

We had every uncovered cash that 
was not deposited, old stale checks, at least 
$10,000. There were numerous instances, bank 
statements were not opened up for periods of 
over a y2ar. 

We tried to examine, we opened up 


these -- we sorted them, we put them in order. 


We uncovered items that were improperly charged 
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against the debtors accounts that belonged to 


other depositors. 

Hopefully these -- in some instances 
the monies were recovered, in others they were 
not. 

I would like to me reference to a 
report we had rendered, the major report, to 
the receiver which sets forth all the information 
you have heard here today which goes back to 
1970, which earmarked the receivables, the re- 
coveries, all the problems involving customers, 
brokerage accounts, Druns Noerdoman, the 
Massiellos. 

I would like to incorporate this by 
reference to what our services rendered, along 
with our epplication for fees. 

I would like to indicate in terns 
of the securities, there were over four hundred 
ifesues, thousands of pieces of paper. There 
were customers making dewand for this specifi- 
cally identifiable property. 

I think this is in summary tcpeticteus 


of what has been said here before but it is 
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‘ 3 indicetive of what happened and I think we 


were the first team that were faced with the 


5 problems ; 
6 There was massive jobs that were 
7 necessary to reconstruct receivables and all the 
: 3 other books of account which were virtually, 
9 the blotters aad the receivables and the cash 
10 books were virtu2lly non-existant. 
1] There was no help from the outside. ‘ 
12 We prepared tax refund claims, we prepared the 
13 peyroll tax reports where no one else was avail- 
14 able to do these things with all the governmental 
15 bodies breathing down our necks. 
16 I think there was jus* a thousand 
17 different items just keeping the receivership 
18 and the Cr-pter XI proceedines moving to the 
19 point where the -- hr, Busch came in and tool 
20 over. I'd like to be brief and just indicate 
21 insotar cs our time, we have exceeded our 
22 order and we have eccunulated some $65,766 in 


23 time which went beyond the termination of -- 


or appointment of Mr. Busch. 


THE JUDGE: What was the 
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amount authorized previously? 

THE WITNESS: There was a 
$35,000 maximun,at the time of the 
maximum allowance Referee Lowenthal 
was sick and so was I. The original 
application we had put in for was 
$50,000. Referee Lowenthal made 
the $35,000 -- for leave to come back 
for additional fees. 

Of the additional sum which 
exceeded the order, there was almost 
$15,CU9 that was expended in connec- 
tion with services that were required 
to be rendered in connection with _the 
reports to Mr. Busch and for the 
receiver, which ccmmenced from 
Februcry to sbout May of 1970. 

There were substantial acddition- 
al services in facilitating the transi- 
tion of the administrations. 

- THE JUDGE: From the Chapter 


XI to the straight bankruptcy? 


THE WITHWESS: That s correct. 
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Our fee structure th-t has 
been charged here is the ten percent 
to twenty percent less than going rates 
at that time, in view of the fact that. 
we had exceede. the order we reduced 
the amount's for those rates at that 
time. 

Our rates now are substantially 
higher than what we find here now. 
I might add that we are in four SIPC 
proceedings where our rates are much 
higher, substantially higher. 

In fact, I am a trustee in 
one of the proccedings directly. -. 
I think this is in essence and I'd 
like t just say that the progress 
with which this estate has been handled 
has been due in large measure in my 
opinion through the efforts of Veil, 
Gotshal & Mr. Miller particularly 
énd our office which worked ext~cnely 


hard in rendering these services. 


THE JUDGE: Does anyone care 
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to ing : of this witness? 

MR. SARNO: No. 

THE JUDGE: Are there any other 
interested parties that want to be 
heard in connection with these 
applications for allowances? 

IMR. SARNO: May I just be 
briefly heard, very briefly. 

I represent Glore Staats 
Corp. which is as I explained a 
stock broker whose claim has been 
allowed and we believe that we ere 
trading as a principal and not for a 


customer. 


Therefore, vis-a-vis the 


bankrupt, we are a customer of the 
bankrupt. So that whatever decisions 
is made in the trustee's position that 
brokers who were trading as brokers 
and not as principals are not entitled 
to be included in that class of cus- 
tomers' claims, we believe we will 


because we were trading for almost 


UNITFD STATES DISTRICT COUR 
SOUTHERN DISTRICT OF NFW 


In the Matter 
In Bankruptcy 


“or” No. 69 B 425 


JAMES ANTHONY & CO., INC. 


Bankrupt. 


CERTIFICATE 
ALLOWANCFS PURSUANT 
BANKRUPTCY RULFS, S.D.N 


TO THF JDG 1- UNITED STATES DISTRICT COURT, SOUTHERN 
DISTRICT iF. RK 


James Anthony & Co., Irc., the bankrupt was an over 


tion of the Securities & Exchange Commission for the appoint- + 


ment of an equity receiver. Th2 equity receiver was appointed 


in February 1969 and operated for over a year in that capacity] 
Thereafter the proceeding was transferred into a‘ Chat 2 RE OF 
the Bankruptcy Act and after operating in that posture for a 
number of months, the Chapter XI proccedings aborted and James 
Anthony & Ce. Inc., was adjudicated bankrupt, and a trustce 
appointed. Presently there are applications for an allowance 
by the equity receiver, nis counsels and accountants, who were 
authorized by the court to assist the equity receiver. The 
Chapter XI debtor-in-possessicn, the same person who was cquit's 
receiver, counseis and accountants authorized to assist during 


that proceeding also seek allowances. Finally the trustee in 


Bonkruetcy, counsel for the trustee, special counsel to the 


trustee and accountants appointed to assist the trustee seek 
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interim allowances. 

A hearing was held on all applications for allow- 
ances both final and interim on June 4, 1974 and attorneys 
or accountants testified in connection with the reasonableness 
of their applications, and creditors were invited to interr 
gate those who testified. Ordinarily interim allowances ar 
not the rule in a straight bankruptcy proceedings and appli 
tions are considered at the closing of the estate. At that 


time the court can ascertain the number of professional hours 


spent, the value of such time and effort to the bankrupt es td 
and grant allowances on the basis of funds available and the 
relation of those services to the end-result. However, the 
instant case commenced in 1969 and five years have elasped 
since then. In the meantime a tremendous amount of profes- | 


sional services have been rendered both to the equity receiver 


be a very heavy burden for -these professionals to await final 


| 

| 

} 

the Chapter XI debtor-in-possession and the bankrupt. It would 
} 


disposition of the matter or to continue with any 
applications for interim allowances were not acted upon. Ac- | 
cording to the testimony and evidence before me, there exists 


4 


presently a cash fund of some three quarter of a million dollars 
plus securities valued over $300,000 for eventual distribution | 
by way of administration expenses and payment to the various 


claimants. priority, non-priority as well as to investors unce> 


60e of the Bankruptcy Act. The applications for allowances 


both final and interim amount to approximately $400,000. It | 
| 
| 


is this court's judgment that allowances in thst amount at the 


o2e 
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| present time would be inappr« Le in view of all the circun- 
|stances. It is my intention to discuss each application in 


order and recommend to the District Court an amount which I 


consider to be fair and reasonable as an allowance at this time|, 
| 

some final, some interim based on the services performed and 
the contribution to the estate as it is presently constituted. 
It is appropriate before treating with the various 
applications to describe the state of affairs at the commence- 


ment of these proceedings when the District Court appointed 


the equity receiver. Based on affidavits attached to the vari-! 


ous applications and from the testimony taken by me on the 
June 4th hearing on such applications, it is clear that the 
James Anthony Co., Inc. in the course of conducting its broker- 


age operations suffered from the same back office problems thet 


most leading brokerage houses did at or about that time. That» 


problem was compounded by the he ‘?qaus manner in which the 


Anthony Company kept its ordinary bux and 


in which it recorded checks, handled securities, dealt with 
dividend checks, orders from customers and the records of cus- 
tomers showing how much owed by them, how much due them and 
what security belong to the various individual and brokerage 
customers. 

The testimony before me by the lawyers and accounten 
in relating their first encounter with the records of the 


Anthony Company described the scene as if the b::okerage house 


records had been in a wind tunnel, strewn all over in a helter 


skelter fashicn. Obviously the amount of work necessary to 


just get records in order before any meaningful proceedines 


ould get under way was simply enormous. The operation of this| 
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company was so reckless, that a grand jury investigation 
commenced to look into very serious charges which grew out 
the initial complaint of the Securities & Exchange Comnissi 
land other information that \.s uncovered with respec 
Masiello family; which owned and operated the James Anthony 


Co.5 2h. 


APPLICATION FOR ALLOWANCES BY JOHN T. COLLINS IN 
HIS CAPACITY AS EQUITY RECEIVFR AND CHAPTER XI 


The applicant was appointed by Chief Judge Edelsteir 
on February 28, 1969 as an equity receiver of all of > asset 5 


and properties owned beneficially or otherwise by James Anthony 
& Co., Inc. In his report, the applicant gives an accounting 
and makes application for allowances in two perts. Part one 
covers the period between February 28, 1969, the date of his 
commencement as Equity Receiver to June 20, 1969, the commence 
ment of the Chapter XI proceedings. Part two covers the perioc 
between June 20, 1969 to February 2, 1970, the date when eee 
Anthony & Co., Inc was adjudged a bankrupt. The 
report of his stewardship as euqity receiver treats 
able detail the services he performed. It is clear 
report, aS well as others, counsel and accountants, 
books and records of James Anthony were in a chaotic state 
required great ingenuity and effort to determine the 
nancial status of the bankrupt. 

As Equicy Receiver, the applicant was directly in- 
volved in defending law suits brought by the Securities 
change Commission, various brokerage houses apd banks. Con- 


siderable time was involved in determining the obligctions 


the 


tax 


The 
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bankrupt regarding Federal income tax returns, withholding 


obligations and the accountability for the sums withheld. 


at the state and city level. He was also required to make de 
terminations for Fails to Deliver, Fails to Receive as they 


appeared on the bankrupt's books. His attendance was essenti 


at various conferences with Chief Judge Edelstein, the Securi- 


ties and Exchange Commission and with principals and counsel 
for various litigants in suits by and awainst the bankrupt. 
As Equity Receiver, the applicant received $484,591.44 in re- 
ceipts and made disbursements in the amount of $44,909.41. 
When his position as Equity Receiver terminated, he turned th 
cash in his possession over to himself as Receiver under the 
Chapter XI proceedings, and it amounted to $439,602.03. For 
his services as Equity Receiver he request an allowance of 
$15,000. 

On January 20, 1969, he commenced to operate as a 


Receiver under Chapter XI having u.en appointed by Constance 


Baker Motley. United States District Court Judge. In the Chap 


ter XI proceedings no authority was applied for nor received 


to operate che business as a debtor-in-possession. The appli- 


cant in his new capacity continued to straighten out the affai 


applicant was also deeply involved with taxing authorities 


| 
| 
7 
| 
| 
| 


of the bankrupt marshalling and safeguarding its assets and re- 


construct2d the books and records in order to ascertain the 
financial condition of the bankrupt's estate. He arranged to 
move the offices of the bankru,t from the premises formerly 


occupied by it at 76 Beaver Strect to less expensive space ct 


| 
| 
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30 Church Street. The applicant abandoned unnecessary and bur-| 


| 


|densome property ‘and arranged for the sale at public auction 


|of certain personal property no longer necessary. After making 


a complete inventory of the stock certificates in the bankrtuo 


cr? 


| possession he anplied for and obtained authority to sell securi- 

| ties owned or registered in the bankrupt's name which wes not 
earmarked for the account for any of its customers so as to take 
advantage of the then favorable market conditions. This activi 


was a very important part of his administration. He also par- 


ticipated in and supervised the activities of others in nego- 


tiating with customers, broker-dealers and others in ascertain- 
& ! 
! 


ing to whom the various stock certificates belong. He partici-| 
pated in the investigation of members of the Masiello frmily 
who controlled the bankrupt James Anthony & Co.» Inc. ‘The Te- 
sult of that investigation is more fully described in other 
applications of Weil Gotshal & Manges and Martin J. Bush, sub- 
| sequently trustee of the bankruptcy estate. Again, the appli- 


. . + ’ ' 1 2 + . - 
cant became involved in the bankrupt's problems with the Incer 


Revenue Service involving excise taxes, penalties asserted 
! 


against the bankrupt's account of alleced violations of interes: 
| 
equaliz-tion tax. He also directed the preparation of peyroll 
withhclaing taxes, unemployment insurance and other tax returns 
which were due from the bankrupt, the equity receiver and the 
receiver to the United States of America, the State of New Yor! 
and the City of New York for the period from February 1969 to 


February 1970. 


The total cash receipts of the applicant as receiver 


aie 
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in the Chapter XI proceedings based upon the monies disbursec 
to others or turned over by the applicant to the trustee in 
bankruptcy as follows: 

Cash disbursed by the Receiver $1,046,107.16 


| Securities (app 
as oL January 


roximate value 3,u,000.00 
30, 1970) 


Sc 


For these services he requests a total of $14,301.0 
This amount appears to be accurately calculated within the 
formula set forth in the Bankruptcy Act. 


The applicant's report, accounting and epplication 


adequately describes the enormity’ of the task he undertook, 
that he skillfully and faithfully performed the essential 
services required of him, all of which enured to the benefit 


‘ of the bankrupt's estate. 


Considering the amount of effort and the skili in- 
volved, I recommend that the applicant be aliowed compensation 


for his services rendered as an Equity Rece=- and Receiver 


| 


in the Chapter XI proceedings in the amount requested, name ly 
$29,301.07. 
APPLICATION BY PAUL WEISS RIFKIND HARTON & GARRISON 


GENFRAL COUNSFL FOR EQUITY RECEIVER AND SPECIAL COUNSEL 
FOR CHAPTER XI RECELVER 


This application is made for an allowance of compen- 


; sation for professional services rendered as General Counsel 


‘| to the estate from February 28, 1969 through July 3, 1969, 
| while John Collins was acting as Equity Receiver and from 


July 3, 1969 through February 3, 1970 as special tax counsel 
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while John Collins was acting in the capacity of Receiver 
der the Chapter XI proceedings. 

While acting in the capacity of General Counsel 
to the Equity Receiver, the applicant undertook what appe 
to be an absoluteiy impossible task of coming up with ar 


timate >of the financial condition of the bankrupt. 
a 


been stated in other applications, the chaotic condition 
the bankrupt's records required ingenuity and an abundance of 
time in order to forecast the bankrupt's net worth. Not only 


were the bankrupt's books in shambles, and of little assistanc¢, 


but there was a breakdown in record keepin 


g throughout the 
securities industry. The applicant, the Receiver and later 
his accountants and employees were completely frustrated and 


delayed in trying to rebuild the bankrupt's books by requestine 


confirmation from other brokers. As an example of the appli- 


cant's steps to judge the full extent of the crisis and the 
way it arfected the Receiver, the applicant points to the fact, 
that it required six weeks of persistent requests to obtain 
aécountin by Chemical Bank of the securities which the bank- 
rupt had delivered to it prior to the receivership. Even 
the highest quarters of Wall Street, the bookkeeping 
faller apart. 

One of the applicant's first steps was to determine} 
the identity of the ass@ts which were on hand and to prevent 


their removal. Two attorneys of the applicant were assigned 


nel in searching the bankrupt's premises and to create an tia- 


=f« 


Original Certificate 


ventory of the securities found there. The application des- 
cribes in detail the nature of that work and the success ob 
tained in sorting out the mess in which the bsnkrupt was in- 
volved. The application deals with the problems invoiving 
Chemical Bank, Shields & Co., F. S. Donohue, Santo & Co., 


Franklin National Bank, and other broker-dealers. The descrip+ 
ri 


tion of its work involving confirmations of open trzasactions 9 
the bankrupt is impressive, and involved the preparation of 
schedules of Fails to Deliver, Fails to Receive relating to 
677 brokers having open transactions with the bankrupt. 

The application also relates to suits and proceed- 


ings not instituted in the Bankruptcy Court in which the bank- 
rupt was a defendant. The defense of such Litigation required! 


the usual court attendance and preparation, etc. 


Another important contribution by the applicant is 


set forth in considerable. detail involving tax work and tax 


suits. One of the most important contributions was its suc- 
cessful resolution of a lien asserted by the Internal Revenue 
Service against the estate involving over $1,900,000 and a 
charge that the president of the bankrupt wilfully evaded pay- 
ments of interest ecualization taxes due under certain picvi- 
sions of the Internal Revenue Code. There is a detailed des- | 
cription of the professional services involved, its communica | 
tion with Ip ial Revenue, the United States Attorney's Officc 


and finally the success of having the levy withdrawn. Other 


services were performed in connection with various state and 


-J~ 
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local tax liabilities. 

During the performance of its services, both as 
General Counsel and special counsel, there is described the 
consultation with other counsel and accountants and the re- 
sults of those consultations. 

For the services performed and eescribed in the 
application, there is requested the sum of $36,984. The 
cant claims for the period covered by the application it had 
expended 924 hours of wich 878 hours represented the time of 
associates. I am satisfied that the amount of time claimed 
was spent in the performance of the professional services 
described and that such services were necessary and skil 
performed. 

I recommend payment inthe full amount requested, 
namely; $36,984. The applicant is no longer performing any 
services for the estate. 

APPLICATLluN CF SEI N- & MORRI 


TO EQUITY RECEIVER ¢ ENE 
IN CHAPTER XI_P: 


SPrCTAl $4 tipee 
, SPECIAL CCl’ 


3 
COUNSEL TO ke 


On March 3, 1969, the applicant was appointed 
special counsel to the Equity Receiver and on July 3, 1969, 
the date whea the Equity Receiver was appointed as Receiver 
in the Chanter XI proceedings, the applicant became General 
Counsel in those proceedings. The applicant performed ser- 
vices in both capacities from March 3, 1969 to and including 


December 1, 1969. 
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one relates in considerable detail .he professional services 
performed for the Fquity Receiver while he acted as Special 
Counsel. The applicant defended the Equity Receiver in cer- 
tain law suits that were brought sgainst him, obtained re- 

straining orders agiinst all known creditors of the bankrupt 


in order to control that litigation and preserve the asscts 


of the estate and restrained those litigants who had obtained 


judgments from executing against the pruperty of the 
There was day-to-day activity in which the applicant actcc in 
the interest of the Receiver and advised the Receiver as to 
what action that should be taken. Because of the chaotic 
condition of the bankrupt's books, the ficst order of busines 
was to determine the solvency or insolvency of the bankrupt. 
In the course of making that determination, professional ser- 
vices were performed in examining certain transactions betwee 
the Lenkrust and certain of nis creditors, including the 

ment lien creditors. It was essential that determinat-+on 
be made within four months vf the appointment of the Faquity 


Receiver lest certain liens become pe~fected at the expira- 


tion of that time. Finally, the applicant advised the 


Receiver that its best course would be to commence 2 procecc~ 


ing under the Bankruptcy Act. Then on that advice the Fquity 


Receiver did obtain an order modifying an existing restrainin 


order and it was permitted to file a petition under the Benk- 
ruptcy Act uncer Chapter XI. The applicant prepared the nec- 


essary orders and consulted with an attorney who was retained 


as special counsel to the bankrupt who in turn prepared "he 
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| petition under Chapter XI. 

The second part of this application dealt with the 
applicant's activities wbtis the bankruptcy was operating un- 
der Chapter XI. Whereas, it was special counsel to the Equity 
Receiver it became General Counsel to the Receiver in Chapter 
XI proceeding. The application recites in detail the many 
and varied activities which it performed on behalf of the 


Chapter XI Receiver, all of which were necessary and skill- 


a7) 


fully performed. An accountancy firm was engaged with the 


| approval of the court. “An inventory of all cash, certificate 


of deposit, stock certificates, furniture and fixtures and 
equipment was made. The applicant prepared the appropriate 


papers for the sale of personal property that was no lonce 


rt 


needed and also advised the-accountant of the Receiver 


» 
2 
fa 
oO 


the proper establishment of the inventory of stock certificatss 
in the Receiver's possession. Much cime was spent on this 


task an’ its successful completion was of considerable value 


sional service in removing the offices of the bankrupt from ai 


| 

| ~ | 
to the estate. The applicant provided the necessary profes- | 
expensive location to one of modest cost, but sufficient to 


perform those necessary services required cf the Receiver in 


. Chapter XI. 


The applicant also conferred and idvised Paul 


‘ Rifkind Wharton & Garrison, Special Counsel to the Recciver, 
| 
hendling all aspects of Internal Revenue Service claims and 


other tax problems. 


A considerable amount of professional time and effor 


| 
| 


was involved in the investigation into the facts and circum- 
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stances surrounding the bankrupt.'s financial failure; at the 
time it was necessary to coordinate that investigation with 
an investigation being conducted by the Receiver's accoun- 
tants. This phase included the examination of fifteen desiz- | 
| 
trated persons and centered on the Masiello family. The appli- 
cation treats in considerable detail the nature of the inves- 
tigation and its success in discovering assets and the basis 
for further action against such individuals. The investiga- | 
tive phase of the duties of the applicant as counsel to the 
Receiver was extraordinarily difficult and consumed a tremen- | 
dous amount cf time. The Chapter XI proceedings terminated 
before the investigation was fully completed; however, the 
valuable contribution made by the investigation and all evi- 


cence obtained thereby was turned over to the counsel for the 


trustee in bankruptcy. In addition to securities which were 


turned over to the trustee in bankruptcy having a value of 


$376,000, almost $600,000 in cash was also turned 


as a result of the efforts cz the Receiver and the Equity 
Receive: 214 the applicant, almost one million dollars was 
cransferre. ic the trustee in bankruptcy. 

The ap-ticant seeks coupensation in the amount of 
$33,421.25. That amount is based on 572 hours of professicna 
time calculated at hourly rates ranging from $125 an hour 
$35 an hour. The vast majority of the time was billed at 
of $35 an hour to $55 an hour. The professional services 
formed were of extremely high quality and the results obtai 


would fortify that view. Since the applicant's services 


wide 
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longer continue, I recommend payment in the amounts sought 
of $33,421.25, plus disbursements in the amount wef $749.28 
which were actual and necessary in connection with the pro- 
fessional sc.vices rendered. 


APPLICATION FOR FINAL ALLOWANCES OF COMPENSATION 
FOR ATTORNEYS FOR TUE CHAPTER XI_ RECEIVER 


The previsou application of Seligson & Morris dealt | 


with services up to December 1, 1970. The same attorneys who 


performed the services under that application joined the firm 
of Weil, Gotshal & Manges just prior to December 1, 1970, and 
continued to perform the services described in the previous 


application. Between December 1, 1969 and the present time 


the applicant claims to have expended an additional 184 hours | 


in professionsl services all of which was necessary and actualily 


rendered to the Receiver in accordance with his instructions 


and requests. Again, the majority of time spent was tillec 


at the rate between $55 and $65 an hour. An examination of 


this application and the Seligson & Morris application offers | 


sufficient support for the allowances sought. I recommend 
payment in the amount of $11,042.50. 


APPLICATION OF IRVING SCHNEiDEx, SPECIAL COUNSFL TO 
THE JAMES ANTHONY & CO., INC. AS DEBTOR-IN-POSSESSION 


UNDER CHAPTER XI ess. 
On June 4, 1969, the applicant was appointed Specia: 
Bankruptcy Counsel to the bankrupt for the purpose Of -ELLERS 
a petition for an arrangement under Chapter XI of the Benkruptcy 
Act. 


The four-month period for the avoidance of preferen- 


tial transfers expired on or about June 24, 1969, and tne ep- 


| plicant therefore claims that time was of great urgency and it 


|were prepared and because of the poor record keeping of the 


|XI proceeding. The applicant also conferred with the members 
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was necessary for him to spend days and nights obtaining ade- 
quate data to prepare the necessary papers for the Chapter XI 
petition. He was compelled to consult with the bankrupt's 
general counsel, the Seceiver, Special Counsel and accountants 
in order to obtain the material necessary to complete this tash. 
It is claimed that as a result of his quick and efficient per- 
formance, the Receiver subsequently was able to avoid prefer- 
ences whic. resulted in an increase to the estate of assets 
amounting to approximately $150,000. The applicant discussed 
the advice rendered as to the desireability of filing a Chaptey 
XI procedding rather than straight baaktugtey. There is no 
doubt that the work of the applicant was condensed into a short 


period of time during which schedules annexed to the petition 


bankrupt the applicant was comoelled to work very closely with | 
the court-appointed accountants and attorneys and the Securiticjs 
and Exchange Commission. Ye attended to the publication as re- 
quired by the statute and a notice of the 30 larger creditors 
with whom he met later for several hours. He claimed to be 

| 
. . . . ' 
instrumental in having the bankrupt consent to Mr. Collins, the! 

' 

| 


\|Equity Receiver, to be appointed as the Receiver in the Chapter 


| 


| 


of the Masiello family to determine the existence of any addi- 


tional assets which might exist in the form of various choses 


in action against brokers and others for failure to delivex. 
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He attended hearings in the Chapter’ XI proceedings involving 


indemnity, first meetings, election of creditors’ committee, 


| 
jetc. 


the Masiello family conducted under 2la of the Bankruptcy Act. 


The applicant claims to have spent a number of hours with the 


bankrupt (debtor) and its general counsel discussing the formu- 
lation of a plan of arrangement. It is also claimed that he 
spent a considerable amount of time studying the records of the 
National Association of Securities Dealers, as well as an audit 
made of the debtor's books, all in preparation of submitting a 
plan of arrangement. The Chapter XI proceedings aborted before 
any plan was submitted. 


For all of these services the applicant requests 


compensation in the amount of $10,000 and disbursements in the 


jamount of $68.75. The application does not contain any state- 


|ment as to the exact number of hours of professional time spent 


\ by Special Counsel, but I am informed by the applicant that his| 
records will show at least 150 hours in this endeavor. The sp- 
petteetion adequately describes the services performed and I have 
no doubt that they were ipa we ise’ The real contributions made! 
by the applicant was the quick and efficient manner in which he 


was able to gather the necessary information and file a Chapter 


XI petition. Most of the value of his services was involved in, 


that brief period of time. I consider the fair and reasonabie 
value of such services to be $7,000 and recommend payment in 
that amount. I also recommend the payment of the disbursement 


lof $68.75 


See bees ad ACE as 
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APPLICATION FOR COMPENSATIC -Y BERNARD GRIDINGER 
OF HERTZ, HERSON & COMPANY, ACCOUNTANTS TO JOUN T. 


COLLINS, RECEIVER UNDER CHAPTER XI_PROCEEDINCS 


The applicant was authorized by court order to per- 
form accounting services for the Chapter XI Receiver and the 


. . 7 | 
initial erder provided for maximum compensation of $10,000. 


That order was amended from time to time auti »rizing the maximum 


of $35,000. The application sets forth the accounting services 


performed at the request of the Receiver and his counsel both 
general and special. Again, the services performed were con- 
plicated by the condition of the bankrupt's books and the ac- 
counting and recording de icienties therein. The applicant 
claims to have spent considerable time in reconstructing the 
records in ordex to make a determination of its financial posi 


tion and the net capital. He was involved in the direct moni- | 


toiing and control over the day-by-day activities and made a 


massive effort in undertaking to locate, assemble, record and 
recreate the financial records to such a state as would per- 


mit the zeneral investigation of the acts conduct and business 


| 
of the James Anthony & Co., Inc. There is described an in-dept: 


review which tras made, particular emphasis being paid to items ' 
| 


dealing with cash, securities, and receivables from customers, ' 
' 


broker-dealers and others. His application describes in para- 
graph 12 all of the accounting and investigative services ren- 
dered in 21 separate paragraphs and relate to inventory, tax 
returns investigations, meetings, review of financial transac- 
tions, claims, etc. ' 


In -onnection with the services rendered, the app: 


cant claims to have expended 2,203 hours and at the hourly <1! 


. 


— 
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best described in the application ranging from $15 to $75 per 
hour. He claims that the reasonable value of such services 
amounts to $63,766. In his application it is admitted that 


$14,703 were for services subsecuent to February 2, 1970 after 


the Chapter XI proceeding had aborted. The order appointinp 


the applicant appears to be limited to his services as an ac- 
countant for the Chapter XI debtor-in-possess on. It is un- 
necessary on the present state of the record to cetermine whe- 
ther or not compensation should be sllowed in the amount re- 


quested inasmuch as authorization was granted only up to ieilees 


Since no compensation iias been -3.4 to now I recommend an in~ 
terim allowance in the amount of $35,000 plus disbursements of 


$225.00 without prejudice to the applicant to apply for addi- 


tional compensation if it can establish that the services per- 


formed were at'thorized or can be authorized in anamount greater 
than the $50,000 already fixed as maximum compensation. 


APPLICATION FOR ALLOWANCE OF SOSEL WEISMANN & CO., 
AS ACCOUNTANTS FOR THF TRUSTFFE IN BANKRUPTCY 


The applicants were retainec by Martin J. Bush, 
isi t. cee in bankruptcy, on or about October 13, 1970 pur- 
suant to an order of this court. Such en order authorized a 
fee not: to exceed $25,000. Therea.: : application was made 
to the court to incr7ase authorized allowances in an emount 


not to exceed $60,000 and such orders authorized that limit. 


Subsequently, an application was made to increase the amount 
of possible allowances to $118,325. However, that authoriza- 


tion has not been granted. This application requests compen- 


die dete Sete Stinaditae ete eens archaea 
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sation in the amoynt of $118,325. It claims that the appli- 


cants have an out-of-pocket expense to date, inclusive of s 


paid to accountants, other than members of its own firm of 


approximately $80,000. On November 16, 1971 this court granted 


the applicants an interim allowance of $25,000. Attached to 

the application is a time record of the number of hours spent 
by the accountants who have worked on this matter, and for the 
period August 27, 1970 through December 31, 1973, it claims to 
have spent 1,224 hours. Bearing in mind that the service of | 
this accounting firm will probably continue and ahat a final 


application for compensation will be made at the closing of 


the estate, an interim allowance in the amount of $35,000 is 


recommended, 


APPLICATION FOR INTERIM ALLOWANCE TO SPECIAL COUNSEL 
FOR TRUSTEF 


Alex L. Rosen was appointed Special Counsel to the 


trustee on February 5, 1970 by order of Referee Herbert Loeweatia 


He is recognized as an authority on the Bankruptcy Laws and . 


particularly in the field of stock brokerage insolvencies 


wherein he has pioneered in the development of the law involved 


in such cases. 


His application relates the massive investigations 
conducted by him through 2la examinations. There is described 
therein the patternd fraud practiced by the Masieilo iamiiy, 
Securities & Exchange Commission violations and the nature of 
the conspiracy to defraud and those persons irvolved in the 


aa 


carrying out the conspiracy. The applicant instituteu suites ~” 


ee 


“oT 


S¢iar_’ 


/ 
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against Bruns Nordemana bi 


rokerage dealer to recover funds ob- 


tained through fraud as well as suits against the Masiello 


family and other broker dealers. He has also filed cross 


claims against many of the claimants whe filed claims against 


the estate. 


As part of his activities he recites the filing and 


serving of 54 Summons & Complaints relating to possible pref- 


erences and other causes of action. He has filed 78 objections 


to claims filed by broker 


such claims. 


Each customer claimant position has been examined 
and findings of fact and conclusions of law have been prepared 
and are ready for submission to court. 

There are 466 claims filed by customer claimants 
which have been investigated .and processed by the applicant. 
It appears that customer claimants will be paid in full under 
60e of the Bankruptcy Act. 

Worof applicant involved enormous detail, patience 


and skill to reach the results thus far obtained. His activitigf 


also involved conferences 


Dealers, the Securities & 


dealers challenging the validity of 


with Natiocal Association of Security 


Exchange Commission, accountants and 


attorneys for equity receiver, receiver and trustee. 


The application 


and the materials attached thereto 


are persuasive evidence of the enormicy of the task and the 


high quality of professio. 


~al services performed by the appli- 


cant. Up to the present these services involved preserving tne 


assets rather than enhancing them. However, pending litiza- 


tion might well increase the total of the assets being brought 


ay * x 


y 
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into the estate and credit for such result can await consider- 
ation of final allowances. 

The applicant claims to have sper.t 243 hours in court 
appearances and 1027 hours on other services. Under his normal 


fee schedule such time and services would be billed at approx- 


imately $150,000. In this application he requests $125,000 as 
an interim allowance. 

At this stage of the proceedings, the court can only 
evaluate the services by results achieved thus far. 1 am sat- 
isfied that the services claimed were satisfactorily performed, 
that they were necessary and contributed substantially to the 
present favorable posture of the case. 

In light of all the matters involved in this most com- 
plex proceeding, it is felt that a fair and reasonable interim eS 
allowance in the amount of $70,000 be paid to the applicant end 
it is so recommended to the court. 


APPLICATION FOR INTERIM ALLOWANCE BY NEIL MORR eek 
GENERAL COUNSEL TO THE TRUSTEE 


a a a rs 
Neil Morritt, General Counsel to trustee, Martin Bush 
was retained pursuant to order of Referee Herbert Loewenthal 


on February 5, 1970. 


Since that date up to the present time, the applicant 


1as furnished professional services necessary to marshall the 
ssets of the estate, invest them and to pursue a variety of 
egal actions and remedies on behalf of the trustee. 


As with all other applications for allowances in this 


ate 


—— 
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| procceding, there.is a detailed description of the complexity 
lof the matters involved, the novelty of issues under 60c¢ of the 
Bankruptcy Act involving insolvency of broker-deaiers and the 


enormous detail of services required to bring order out of the 


| 
chaos which confronted the various protessionals assigned to 


that task. 


The application also relates the routine but time 
consuming services necessary in servicing the trustee in a 
matter of this size aad importance. These included the prepara 
tion of court papers, interim reports, the examination and 


handling of thousands of stock certificates and securities, 


computerized inventory check, responding to inauiries from | 
public and other broker dealers, real estate arrangement, in- 
surance, etc. 

The applicant also was required to review transcriptg 
relating to litigation betng handled by other counsel, hearinzs 
before Judge Sugarman and Chief Judge Edelstein, matters in- 
volving the SEC and the handling of tax claims by Internal ; 
Revenue Service and State and local taxes. Considerable time 
was alse spent by the applicant, together with his Special 


Tax Counsel in resolving the so called interest equalization 


tax claim. 


Time was also expended in services connected with a 


grand jury investigation in the Southern District of Florida. 


That investigation concerned certain trading activities in 
securities by the James Anthony Co., and the applicant reviewcs 


the situ-tion and documents and cooperated with the Federal 


| 


| 
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authorities. 
The applicant reviewed his activities in connection 


with litigation instituted by him on behalf of the trustee 


against the Masiello family. Also he reviewed the suit instituted 


against Bruns Nordeman & Company. Both of these matters in- 
volved enormous expenditure of time and if successful will add 
substantially to the assets of the estate. 

Over the four year period, the applicant has per- 
formed legal services in this matter he claims to have expen- 
ded approximate ly 1660 hours. At the regular fee schedule 
usually Charged, he claims to have earned $132,250 but asks 
only $125,000. 

In light of all the facts and circumstances of this 
complex matter, it is felt that a fair and reasonable interin 
allowance at this time, after four years of service and no’ 
prior allowance having been granted would be $70,000. It is 
recommended that an interim ‘fee to the applicant be granted in 


that amount. 


THE FOREGOING IS RESPFCTFULLY SUBMITTFD. 


Dated: New York, New York 


fs 
December jan 1974 


ff JOHN J. GALGAY 
‘“ Bankruptcy Judge i 


4 
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; = ORDER OF DISTRICT JUDGE CHARLES M. MEXZNFR 
_.___REMANDING, MATTER TO BANKRURTCY. JUDGE. .... 


BSE IG, 
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This matter is returned to Bankruptcy Judce 
John J. Galgay for further hearing and report on the 
applications for counsel foes. 

So ordered, 


Dated: January 3, 1975 


| 
| 
| 
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THE JUDGE: Gentlemen, I am 
sure you are aware that I have filed 
a rccommendation with regard to allowances 
that was forwarded to the Discrict Court. 

Judge Metzner, who was the 
District Court Judge who received the 
recommendations and he has returned the 
matter to me tor further hearing and a 
further report. 

His referral is brief, without 
inst. uctions, but I do understand some 
of the problems that concerned him and 


perhaps should concern me. 


With respect to those areas, 
I will try and indicate them to you so 
that yo: can address yourself to those 
problems, 

One, with respect to the 
receiver, whilelis vplication was 
calculated in accordance with the 


statutory formula, ™ 1m concerned whether 


or not there was anything special about 


services, particularly where funds 
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would be turned over by him as the 
equity receiver to himself as the debtor 
in possession receiver. 

Whoever is going to represent 
the trustee in these matters ought to 
address himself to that. 

Further, throughout all of your 
applications there was reference to the 
Massiello famly. I think each group of 
lawyers at one time or another represented 
that they had conferred with the Massiello 
families and that professional time was 
spent in either interviewing them or de- 
posing them or examining them before the 
Bankruptcy Court. 

i think it is required that I 
make sure that there was no duplication 
of effort that should not be examined more 
closely so that the estate is not being 
charged for similar services or services 
that could have been -- information that 
could have been obtained by the examina- 


tion of the work of other attorneys that 
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preceded those making the application. 

The other concern is the 
change in positions as I recall the Paul, 
Weiss, Rifkind firm had a position, I 
tnink, 2s general counsel to the equity 
receiver. 

The Seligson-Morris firm was 
special counsel in the initial stages. 
Then when the matter was changed from 
an equity receiver to a Chapter XI 
debtor in possession, the position of 
counsel was reversed or switched. 

I'd like someone to address 
themselves to that point to make certain 
that there was no overlapping of 
activity. 

I would also like to have some- 
one address themselves to the use of two 


full-time attorneys I believe that were 


involved in sorting the confused records 


in the initial stages. 
I think one of the applications 
dealt with that representation. 
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I would like to make‘ certain 


‘ that was not a duplication of work that Peo 
> fie ek ¢ 
5 the accountants were doing and that it 
< 6 was reasonably sure that it is professional 
q legal services that were involved. 
' I think that's about the best 
“ guidelines I can give you. If you will 
" addrwss yourselves to those problems for 
a the record, as soon as I get the record , 
wehwbetre | 
" back, I will reconsider the allowances ete 
3 and report to the District Court. ; 
" I am sure as all of you are 
IS aware practicing in the bankruptcy area 
16 | Baise 
that economy has always been the watch- Ri 
17 : 
word with respect to allowances, eo: 
18 ee 
Bearing in mind that the value tone 
XY 
? of the estate currently has been repre- fea 
7” sented to be in the neighborhood of $1 
Co a | million, these applications, some ie 
* interim and some final, would come to 
23 


somewhere around $327,900, if my cal- shea 
culations are correct. 


That .*, my recomnend«tions 
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was a substantial net worth and we 
were spending our time meeting claims 
and trying to determine what the state 
of affairs was. 

I have here ind I would like 
to mark as an exhibit our diary entries 
because that will answer a number of 
these questions. 

First, that our -- that there 
was no duplication with Mr. Massiello 
and very little of our time, if any, 
was spent in discussions with him. 

Secondly, with respect to the 
question of whether there was dupiica- 
tion between our efforts and the efforts 
of the Seligson firm, the answer to that 
I would say was emphatically no, because 
when it became apparent to us that the 
company was likely insolvent, we sought 
out Mr. Seligeon, who I considered to 
be the most prominent, most important, 
most wise of bankruptcy counsels and 


we did that because it had been our 
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experience in prior bankrup-cy matters 
that it was more economical to hire an 
expert than for us to render that advice 
ourseives. 

I have had that experience 
with the Seligson firm, » w Weil, 


Gotshal, in matters where we had clients 


who could afford to pay anything. 


We still felt that in the 
interests of economy, that it was better 
to seek his counsel than to render it 
ourselves. 

When Your Honor just skims 
through, examines these diary entries, 
you will see that our advice was not 
addressed to the bankruptcy area. in 
which the Seligson firm gave their 
advice, 

The next question that per-~ 
‘tains to us was whether or not we used 
lawyers for clerical functions or wheth 
there was duplication between the lawyers 
we used. 
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which Your Honor referred to and to 


which Mr. Liman has alludec is the change 


of counsel and the possibility of overlap 


of services between the two counsel; that 
is, the Paul, Weiss firm and ours. 

I think if Your Honor will 
refer to ;are 30 of the application of 
Reriesan and Morris and particu‘arly 
to paragraph 56 thereof, Your Honor will 
note thst under the heading of equity 
receiv: rship, the firm of Seligson and 
Morris requests compensation in the 
sum of $2,725 for a total of twenty- 
six hours during a four-month period. 

THE JUDGE: What is the page 
reference again? 

MR.MILLER: Page 30. 

I submit to Your Honor that 
it is virtually impossible for us to 
have duplicated the services rendered 
by Mr. Liman's firm in view of the fact 
that we have only requested an allowance 


of compensation for twenty-six hours 
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over a four-month period. 

I would also like to bring to 
Your Honor's attention and Prof. Seligson 
is here today, the fact that the request 
for compensation for his services was for 
fifteen and a half hours. 


In actuality, he expended a 


gooc deal more time thai that. We did 


not have the records to establish moze 
than the fifteen and a half nours and so 
we did not request it, 

He appeared before Chief Judge 
Sugarman and Judge Edelstein o~. four 
separate occasions and he met with the 
receiver, Mr. Collins, Mr. Liman and 
Mr. Schneider in connection with the 
filing of the Chapter XI petition and 
as Your Honor can see, fifteen and a 
half hours is diminimous, 

Indeed, Mr. Liman just men- 
tioned and the professor confirmed to 
me, that they were on the telephone 
many, many times, but as I have 
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es indicated, we don't have the diary 
: 4 entries and we have not asked for that Neat 
_ ) time, consistent with the rules and wee ae 
6 practice in this court.” 
7 I think the other time in- 
8 veived was Harvey Miller's time. As 
9 Your Honor can see, it is ten and a 
10 | ; half hours. 
1] In sum, there can be no 
wae 
12 question that there is no request for eae 
13 duplicate compensation. woe 
14 Now, I. would pass onto the 
1S Chapter XI proceeding aspect of it. Hi ven 
16 As soon as the petition was Bi 
7 filed and Judge Motley appointed Mr. rca 
18 Collins as the Chapter XI receiver, Mr. ha 
19 Liman's firm indicated theiz preference | biked 
20 and we, our agreement to the reversal ~ 
: ro al of the role. 
: 22 That is to say, we became : 
23 | the general counsel and his firm became Wael 
24 special counsel for tax purposes. pat. 
25 I must tell you that we had sii 
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to rely heavily on them forthdt because 


we didn't have the expertise to cope 


with the interest equalization tax matter 


which was a $1 million claim by the 


government of the United States. 


Since I rendered a great deal 


of time and service in this estate, I 


can tell you I had to lean heavily on 


his people and there was very little that 


I could contribute to the tax area and 


very little that they were able te help 


us with in the insolvency aspects of 


the matter. 


I would submit to you that 


there is absolutely no duplication. 


The only thing I 


an say is we were 


fortunate in having some small amount 


of background from the equity receiver- 


ship with whichto pick upthe reins and 


carry forward during the Chapter XI 


proceeding. 


Now, Your Honor has alluded 


to the dup/ication or potential 
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duplication in connection with’ examina- 


tions of the Massiellos. 


THE JUDGE: before you go onto 
that, Mr. Miller, still dealing with page 
30 of the Seligson and Morris application, 


there are hourly rates set forth there for 


Prof. Seligson, Harvey Miller, yourself 
and Mr. Fabrizio. 

MR. MILLER: Yes. 

THE JUDGE: I'd like to make 
certain that those were rates being 
charged at the time that the services 
were being performed and that they are 
not 1974 rates, when the application was 
made. 

MR. SELIGSON: Your Honor, I 
can tell you this: They are definitely 
the charges that we made at the time and 
they are much less ean we charge today 
for similar services. 

But let me also point out to 
you. These are minimum charges chat we 
made at the time. That in most cases 
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James 
where we got the results, as we did 
in this case, we charged a private 
client considerably more than these 
minimum charges. 

We gave the estate the benefit, 
the assignees estate the benefit of the 
minimum charges that we made at that time. 
We did not ask this court to give us 
anything more than we felt we were en- 
titied to get, bearing in mind the 
economic spirit of the Bankruptcy Act, 
in connection wich allowances. 

We did not come in here and 
say, we are entitled to $50,000, anti- 
cipating that you would feel it 
necessary to make some reduction and 
we'd get at least the $35,000 or whatever 
it was that we asked for here. 

We have always followed this 
policy, Your Honor, here and everywhere 
where we have filed applications for 
allowances, in New Jersey and elsewhere. 


We ask for precisely what we 
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3 think we are entitled to get and no 

4 more. We have been fortunate enough 
that the courts have ss .ynized that 
fact to know that we do not inflate our 
applications. 

You wi.Jl notice I only charged 
for fifteen hours of my time in the 
Chapter XI proceedings. I devoted much 
more time than that. I must say I don't 
feel that it is necessary to charge if 
I will telephone someone and give them 
some advice, unless it's a very important 
matter; L just forget about it. 

I had occasion to do this on 
many, many times in this case, as I do 
.in most cases. 

The estate is getting the 
benefit of that attitude, the attitude 
that I have towards the allowances in 
the administration on bankruptcy cases. 

THE JUDGE: Thank you, Professor. 

MR. MILLER: I will tell you, 
Your Honor, that so far as the time rates 
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are concerned in both proczedings, these 
were lower, on the low side of our time. 

They were adjusted after that. 

We did not adjust in this application. 
I testified under oata that fact in our 
last hearing before Your Honor. I gave 
Your Honor the figure to which they were 
adjusted. 

Now, in connection with the 
Massiellos, Mr. Liman has indicated we 
had-- we had nothing to do with the 
Massiellos during the equity receiver- 
s'\p. He has indicated the extent to 
which he had contact. 

I would say that the first 
time there was a real investigation of 
the Massiellos and of the charges that 
were made against the bankrupt by them 
of the fund that were transferred, of the 
ownership of various property, the yacht, 

the airplane, of the payment of bills to 
Saks Fifth Avenue for thousands, florists, 
barber shops, beauty parlors; you name it, 
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they charged it. 


The first time that investigation 


was developed was during the Chapter XI 
proceedings. That investigation occurred 
in the form of examinations under then 
Section 21A of the Bankruptcy Act, berore 


Judge Lowenthal. 


I know I participated, I examined, 


~- I examined Mr. Massiello, I examined 
his wife, Olive Massiello and. I examined 
his sons, James Massiello and Anthony 
Massiello. 

I was trying to remember Mr. 
Massiello's name, Samuel. 

I examined them at length and 
that examination bore the fruits, to wit: 
the manner in which the yacht was acquired, 
the ownership of the airplane by the son, 
the Rolls Royce owned by the son, 

I also examined into trans- 
actions with Bruns Nordeman & Co. in 
regard to the transfer of over $700,000 
of securities from the bankrupt to Bruns 
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Nordeman in the name of the youngest 
son; all of which occurred in a six- 
week period. 

The only reason we didn't 
pursue those examinations further was 
that by the time we got from July to 
December, it was apparent that there 
was going to be an adjudication. 

Judge Lowenthal suggested that 
we defer any further examinations until 
the adjudication and the appointment of 
a trus*ee. 

It is in the record before this 
court. So I would say that as far as 
we are coucerned, we did not duplicate 
what Paul, Weiss did and once we were 
out, we couldn't have duplicated any 
of it. 

I know the others will speak 
for themselves on the subject. 

Did you \.unt to add anything? 

MR, SELIGSON: No. 

MR. MILLER: Now, the Last 
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: 2 
oe ; 3 could make a record in proceedings iiss 
4 before Your Honor. pies 
= 5 As far as I know, that is the wai 
6 only thing we had to do with it. 
t The basic job was done by the <<, 
8 accountants, We were not pulling the Ba 
9 records apart. We just hadtogive them 
10 some guidance, 
ul THE JUDGE: Would you direct reensee 
o 12 your attention to the application of Nee 
13 Weil, Gotshal & Manges and advise the 
4 court whether or not there was any pos- 
19 sible duplication between the applica- vor 
16 tion of Seligson and Morris and the sae 
Gace 
7 Weil, Gotshal firm. Seasaren 
18 MR. MLLLER: That i: perhaps ah 
19 the easiest thing to answer in the ag" 
20 wnole thing. 
a a On December 1, 1969, the firm . 
2 of Seligson and Morris went into liquida- ! 
a tion, in effect. ae ooh 
a It phased out of existence. cose 
vine) 


Three -- four people from that firm 
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joined the firm of Weil, Gotshal & 
Manges. Professor Seligson headed the 
team and Harvey, Miller and myself and 
William Fa"rizio also joined the firm. 
Harvey Miller is a partner and 
Bill Fabrizio is an associate. -2 were 


the only ones familiar with this pro- 


ceeding and in effect, alth ugh we 


changed addresses, we continued to render 
the services to the Chapter XI receiver 
that we had rendered at Seligson and 
Morris. 

There was no more Seligson and 
Morris to duplicate. It was just a 
change of name and address and that's 
all. We just continued the same identi- 
cal services we had been rendering at a 
different location, until the date of 
adjudication. 

MR. SELIGSON: Your Honor, 
as to the rates, the rates that are 
charged are the minimum rates that 
prevailed at that time. 
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THE JUDGE: I was just 
noting the rates on page 6 of the 
Weil, Gotshal ..plication and I notice 
that Alan Miller's rates during that 
period, while they had been $55 in the 
Chapter XI proceeding uader Seligson 
and Morris, proceed from $55 to Weil, 
Gotshal to $60, to $65. 

I gather those were firm 
increases, 

MR. MILLER: Absolutely. 

MR. SELIGSON: ‘That's right. 

MR. MILLER: In faci, that: 
demonstrates for your Honor the reason- 
ableness of the rates of Seligson and 
Morris because we -- when we joined a 
much larger firm, they had to evaluate 
the rate basis on which we should be 


placed. 


This was exactly what happened. 


These are the rates that went in for 
every case. 


THEJUDGE: The same is true of 
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3 Harvey Miller progressing from $75 to 


ma $85 to $90 antour. 
5 MR, MILLER: That is correct. 

Again, that just demonstrates 
exactly the cawe thing. There was a 
period -- an initial rate and -- the 
determination was made and then a re- 
vision of that rate. 

MR. SELIGSON: As time went on 
these young men become older men and 
more experienced in this field and 
their hourly rates was higher than the 


rate charged when they were with 


Seligson and Morris. 


THE JUDGE: Mr. Fabrizio, he 


_ 
i 


remained at $357 


-~r 


MR. MILLER: He was not admitted 
to the bar at the outset and became 
admitted right at the end of the time 
we were involved in the proceeding. 

THE JUDGE: Is there anything 
else you want to add? 

MR. MILLER: I would stand on 
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AMENDED CERTIFICATE 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


AMENDED CERTIFICATE AUTHORIZING INTERIM 
AND FINAL ALLOWANCES PURSUANT TO RULE 16(c) OF 
THE BANKRUPTC~” RULES, S.D.N.Y. 


TO THE JUDGES OF THE UNITED STATES DISTRICT COURT, SOUTHERN 
DISTRICT OF NEW YORK: 


There are now before me on remand from District 
Judge Metzner applications for interim and final allowances 
pursuant to the authority conferred by Rule 16(c) of the 
Bankruptcy Ru’es of this District. On the basis of that re- 
mance. the court conducted further hearings relevant to the 
issue as to the reasonableness of the compensation sought 
and the recommendations to be made. 

It is unnecessary in this amended certificate to re- 
catalog the precise nature of the services rendered inasmuch 
as they are set forth with more than ample particularity in the 


applications themselves. I have once more reviewed those ap- 


plications in light not only of my knowledge of the case in 


the period since I took over those cases from the dockets of 
now deceased Herbert Loewenthal, but I have also considered 


the docket sheets themselves and as much of the file as I could 


Amended Certificate 


in order to get the flavor of what this case entailed and 
what the nature of the services were in light of all relevant 
criteria to proper administration. I have considered, there- 
fore, the relevant criteria as set forth in the decisions 


among other courts of this circuit, In re: Mabson Lumber Co. 


Inc. 394 F.2d 23 (2d Cir. 1968), In re: Walfeld 345 F.2d 676, 


Inre: General Economics Corp. 360 P.Zd: 762. 


At the hearing which I called pursuant to the 


mand, additional factors were inquired into: First, the 


vices of John Colins [sic] inhiscapacityas Equity Receiver 


Receiver in Chapter XI proceedings covering approximately one 
year were reviewed in light of the amount requested for com- 
pensation and his representation that he was a working receiver 
not a passive one. Second, each applicant for compensation 
for legal services was asked to comment on that part of its 
application relating to investigations or interrogations of 
members of the Massielo family. The court was attempt:ing to 
determine the necessity for the many contracts with family 
members and whether there was duplication or overlapping of 
such services. Third, the applicants Paul, Weiss, Rifkind 
and Seligson and Morris were asked toexplain the reasons 

for the change in positions from General Counsel to Special 


Counsel when the Equity Receiver became the Receiver in 
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Chapter XI proceedings. Fourth, the applicants were also 

asked to discuss their application for legal services relating 
to the collection, examination and collating of the James 
Anthony Co. records so the court could satisfy itself that le- 
gal services were performed and not work that was or could have 
been performed by accountants. Finally, the applicants were 
asked to discuss the hourly rates contained in their applica- 
tions and to state whether those were the rates being charged 
by them in bankruptcy matters at the time the services were 
rendered or at the time the application was made. 

Applying all relevant criteria and mindful of the 
fact that the criteria in determining fair allowance are a 
composite, no single element can be considered alone. Thus, 
for example, hours are but one element to be considered. The 
court must also consider the diligence of counsel, the ability 
of counsel to achieve in shorter time through his competence 
what might be achieved elsewhere at a vastly more increased 
expenditure of hours and the results accomplished. Moreover 
I incorporate herein by reference the content of the original 
certificate which was given to Judge Metzner at the time he 
heard the matter and upon which he directed this remand. 

In sum - I am satisfied on the basis of the applica- 
tions, the material I have considered in our files, and the 
content of the remanded hearing that the fair value of the 
services of the applicants I recommend are as follows: 

That the applicant John Ccllins be allowed compensa- 


tion as Equity Receiver and Receiver im Chapter XI proceedings 


Amended Certificate 


in the amount of $20,000 - (requested $29,301.07). 

That the applicant Paul Weiss Rifkind Wharton & 
Garrison in their capacity as General Counsel to the Equity 
Receive~ and Special Counsel to the Chapter XI Receiver, be 
allowed compensation in the amount of $30,000 - (requested 
$36,984.00). 

That the applicant Seligson & Morris in their capa- 
city as Special Counsel to the Equity Receiver and General 
Counsel to the Receiver in Chapter XI be allowed compensation 
in the amount of $30,000 - (requested $33,421.25). 

That the applicant Weil, Gotshal & Manges, in its 
capacity as General Counsel to the Receiver in Chapter XI pro- 
ceeding and successor to Seligson & Morris be allowed compen- 
sation of $6,000 - (requested $11,042.00). 

That the applicant Irving Schneider in his capacity 
as Special Counsel to the Debtor-in-Possession be allowed 
compensation in the amount of $6,000 - (requested $10,000). 

That the applicant Hertz, Herson & Company, 
accountants to the Receiver under Chapter XI proceedings be 
allowed an interim allowance of $35,000 without prejudice to 
apply for additional compensation if it can establish that 
the services performed in excess of this amount were authorized 
or can be authorized in an amount exceeding the $50,000 
presently fixed as maximum compensation. 

That the applicant Sobel Weismann Co., accountants 
to the trustee in bankruptcy be allowed an additional interim 


allowance of $35,000. 
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That the applicant Alex Rosen in his capacity as 
Special Counsel to the trustee in bankruptcy be allowed as an 
interim of $45,000 - (requested $135,000). 

That the applicant Neil Morrit, General Counsel to 
the trustee be granted an interim allowance of $40,000 - 
(requested $135,000). 


APPLICATION OF PEAT, MARWICK, MITCHELL & CO. 
ACCOUNTANTS TO THE EQUITY RECEIVER 


Because of a filing error this application was not 
included in this court's recommendation for Certification of 
Allowances dated December 4, 1974. 

I have examined this application carefully and re- 
viewed the services described therein which were performed 
during the period from March 27, 1969 through July 3, 1969. 
This applicant was the first of a series of accounting firms 
to perform services in this matter. Like the other accountant 
applicants, this one complains that the books and records were 
in clerical shambles, that they were strewn about the bankrupt's 
offices in total disarray. It summarized the status of the 
records as having been the worst set of records of a broker- 
dealer ever examined by it. 

In spite of that handicap it recites the details 
of its investigation of brokerage accounts and open trans- 
actions of the debtor. It prepared Schedules of Fails to 
deliver and Fails to receive involving 677 brokers who had 


open transactions. It also recites the details of its 


investigation of Customer Security positions and Customer 
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Cash balances. This activity involved contacts with 249 
customer accounts covering the period from December 1, 1968 
through February 1969. It claims to have spent 571 hours of 
professional time on this matter and seeks an allowance of 
$6,510.95. I am satisfied that the work performed was 
necessary to assist the Equity Receiver in carrying out his 
obligations and it was professionally done in a short period 
of time because of the applicant's skill in this field. 
Under ull the circumstances I recommend payment 


in the amount of $6,000. 


THE FOREGOING IS RESPECTFULLY SUBMITTED. 


JOHN J. GALGAY 
Bankruptcy Judge 


DATED: NEW YORK, NEW YORK 


FEBRUARY 26th, 1975 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


sin ean ies doa ate al Oh wae ee aap igne, as ae x 
In the Matter 
of 
69 B 425 
JAMES ANTHONY & CO., INC., 
Bankrupt. 

ah Geena bins sg eh oh te doce A ae Aha ok a a x 
METZNER, D.J.: 

this is an application for allowances. The 


bankrupt was originally placed under an equity receivership 
from which it went into Chapter XI reorganization proceed- 
ings and then into bankruptcy. 

Over a million dollars is in the hands of the 
trustee and there is presented for allowances the requests 
of the equity receiver who later became receiver in the 
Chapter XI proceedings, his counsel and special counsel, 
three firms of accountants, and counsel and special counsel 
to the trus’ee. The requests by the latter and one of the 
accountants is for interim allowances. The other requests 
are for final allowances. 

After the court had reviewed the original 


application and the report of the bankruptcy judge, it 


Order Appealed From 


requested the latter to review the application with a view 
to ascertaining duplication of effort, if any, and the 
scale of fees as of the date the services were rendered, 


not as of the date of the application. The total of the 


original requests amounted to about $430,000. The original 


recommendation for allowances totaled about $335,000. The 
amended recommended allowances now amount to about $250,010. 

The court has again reviewed the applications and 
the transcript of the second hearing before the barkruptcy 
judge and his amended certificate. The recommended allowances 
contained in the amended certificate are approved. 

So ordered. 

New York, N.Y. 

March 3, 1975 


CHARLES M. METZNER 
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UNITED STATES DI 
SOUTHERN DISTRICT OF NEW Y 


PLIES BRI i EAE ee Ft X 
In re Cp ind 
JAMES ANTHONY & CO., INC. 
Bankruptcy No. 
Bankrupt. : 69 B 425 
Re nea pe er eee eee X 


NOTICE OF MOTION 


PLEASE TAKE NOTICE, that upon the annexed affidavit 
of Harvey R. Miller, sworn to March 18, .975, and all prior 
proceedings heretofore had herein, the undersigned will move 
before the Honorable Charles M. Metzner, District Judge, in 
Room 2201,’ United States Court House, Foley Square, New 
York, New York, on the 3lst day of March, 1975 o1 _s soon 
thererfter as counsel can be heard, for hearing and reconsidera- 
tion of this court's order, dated March 3, 1975, approving 
the Amended Certificate Authorizing Interim and Final Allowances 
pursuant to Rule 16(c) of the Bankruptcy Rules of the United 
States District Court for the Southern District of New York, 
and for such other and further relief us is just. 


Dated New York, New York 
March 19, 1975 


Weil. Gotshal & Manges 
Attorneys for 

JOHN T. COLLINS, Receiver 
767 Fifth Avenue 

‘New York) New York 10022 
(212) 758-78007 


| eel Mle 
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TO 


NEIL J. MORITT, ESQ. HERTZ, HERSON 
600 Old Country Road Successor to 
Garden City, N.Y. 11530 Greidinger 
Attorney for Trustee 2 Park Avenue 
New York, N.Y. 
Accountants ¢t 


ALEX L. ROSEN, ESQ. SOBEL, WEISMANN 
225 Broadway formerly Sobel, 
New York, N.Y. 7 Reiss & I 
Special Counsel rustee 401 Hackensack 
Hackensack, 


J) T. COLLINS 
30. ark Avenue 


New York, N.Y 
Equity & Chapter XI Receiver 


PAUL, WEISS, RIFKIND, WHARTON 

345 Park Avenue 

New York, N.Y. 10022 

Gen. Counsel for Equity Receiver & 
Special Counsel for Chap. XI Receiver 


Pa 


SELIGSON & MORRIS, 
c/o Weil, Gotshal & Manges 
767 Fifth Avenue 
New york, N.Y. 
(391 297) 
, Attorneys for Receiver - Chap. XI 


IRVING SCHNEIDi2, ESQ. 
30 Vesey Street 

New York, N.Y. 10007 
Attorney fer Debtor 
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|| UNITED STATES DISTRICT COURT 
\| SOUTHERN DISTRICT OF NEW YORK 


Bankruptcy No. 69 B 425 


AFFIDAVIT FOR HEARING AND RECONSIDERATION OF 
ORDER APPROVING INTERIM AND FINAL ALLOWANCES 
OF COMPENSATION AS TO WEIL, GOTSHAL & MANGES 


| STATE OF NEW YORK ) 


Ii s ) Ss. 
| COUNTY of NEW YORK) 


HARVEY R. MILLER, being duly sworn, deposss and 


: I am a member of the law firm of Weil, Gotshal 

| & Manges, which acted as attorneys for John T. Collins, che 

| receiver appointed in this case and in the equity receivership 
case which antedated the commencement’ of bankruptcy proceedings 
(the "Receiver"). I am eevee 2 familiar with all of the 
facts hereinafter set forth. 

2% This affidavit is submitted in support of a 
motion for a hearing and reconsideratiun of an order of the 
court dated March 3, 1975, approving en amended certificate 
authorizing interim and final allowances of compensation in 


this case. The amended certificate dated February 26, 1975, 


was rendered by Bankruptcy Judge John J. Calgay. No hearing 
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ll was had before this Court in connection with that amended certi- 


| ficate and notice thereof was not received by my law firm until 


| March 3, 1975, the date upon which this Court approved the 


amended certificate. 


THE STATUS OF WEIL, GOTSHAL & MANGES 
3; On February 28, 1969, John T. Collins was 
appointed as receiver for all of the assets and properties 
owned, beneficially or otherwise, by James Anthony & Co., 
Inc. (the "Bankrupt") in an action initiated in the United 
States District Court for the Southern District of New York, 
enkttind*becucivtas and Exchenge Commission v. James Anthony 
and Samuel Masiello, 69 Civ. 797. 
4. On June 20, 1969, the Bankrupt, with permission 
of the Receivership Court, filed with the Bankruptcy Court a 


petition for an arrangement under Chapter XI of the Bankruptcy 


Act. Thereafter, and on July 3, 1969, Mr. Collins was appointed 
as Bankruptcy Receiver for the Bankrupt pursuant to an order 
of the Honorable Constance Baker Motley, United States District 
Judge. The bankruptcy case was referred to the then Referee in 
Bankruptcy Herbert Loeienthal, 

S. During the period March 3, 1969 to December 1, 


1969, the law firm of Seligson & Morris was authorized to 


represent the Receiver, first as special counsel in the equity 
receivership case and thereafter under a general retainer in the 


bankruptcy case, as described in an order of the Bankruptcy 
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| Court dated July 15, 1969. 

6. Effective December 1, 1969, the law firm of 

|| Seligson & Morris was dissolved. The attorneys at Seligson & 

I Morris who were engaged in the rendition of services to the 
Receiver, Charles Seligson (partner), Harvey R. Miller (partner), 
|; Alan B. Miller (associate) and William R. Fabrizio (associate), 

| became associated on December 1, 1969, with Weil, Gotshal & 
Manges. Mr. Seligson became Counsel to Weil, Gotshal & Manges 

| and I became a partner of that firm. Messrs. Alan B. Miller and 
|| William R. Fabrizio became associates of Weil, Gotshal & Manges 
| and subsequently the said Mr. Miller became a partner of that 
firm. Upon the dissolution of Seligson & Morris, the Receiver 

|| promptly applied for authorization to engage Weil, Gotshal & 


| Manges in the place and stead of Seligson & Morris so as to pro- 


| vide a continuity of services on behalf of the bankrupt estate 


| by the same persons who were intimately familiar with the- 
administration of the bankrupt estate and then engaged in an 
| investigation of its affairs and the prosecution of claims 
| on behalf of said estate. 

he Weil, Gotshal & Manges was authorized by an 
order of the Bankruptcy Court to represent the Receiver and 
did render professional services to the Receiver from December 
1, 1969 or a regular and consistent basis until an order of 
| adjudication was entered in the pending Chapter XI case and 


the Receiver was superseded by the appointment and qualification 
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of a trustee in bankruptcy. Thereafter, Weil, Gotshal & Manges 
rendered services in relationship to the completion of the 
Receiver's duties and as requested by the Trustee in Bankruptcy. 
The nature and extent of the professional services rendered by 

| Weil, Gotshal & Manges are set forth in the application for al- 
lowance of compensation filed with the Bankruptcy Court, dated 
January 31, 1974. That application must be read together with 
the application for an allowance of compensation filed by 
Seligson & Morris, dated January 30, 1974. 


WEIL, GOTSHAL & MANGES AS AN 
APPLICANT FOR COMPENSATION 


8. As indicated above, in January of 1974 the 


law firms of Seligson & Morris and Weil, Gotshal & Manges 
prepared and thereafter filed with the ccurt their respective 
applications for allowances of final compensation fur pro- 
fessional services rendered in connection with this case. 
Over four years had passed since the commencement of the 

case during which time no compensation or reimbursement of 


disbursements, of any kind, had been received by either law 


firm. At or about the same time, applications for compensation 


were prepared and served by other parties in interest including, 
the Receiver, Messrs. Paul, Weiss, Rifxind, Wharton & Garrison, 


as attorneys for the Equity Receiver and special counsel to 


the Bankruptcy Receiver, Alex L. Rosen, as special counsel 


for the Trustee in Bankruptcy, Neil Moritt, general counsel 


oo 
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to the Trustee, Irving Schneider, attorney for the Bankrupt 
and the certified public accountants who rendered services 
to the Receiver and Trustee, respectively. 

9. A hearing to consider the various applications 
for allowances of compensation was held before the Bankruptcy 
Court on June 4, 1974, upon notice to all creditors and 
parties in interest. The hearing was held before the Honorable 
John J. Galgay, Bankruptcy Judge, who had succeeded Referee 
Loewenthal. At the hearing, the Bankruptcy Court received 
testimony by various applicants and reserved decision as to 
each application for allowance of compensation. 


a THE APPLICATION FOR ALLOWANCE OF 


COMPENSATION FILED BY WEIL, GOTSHAL & MANGES 

10. The application for an allowance of compensation 
filed by Weil, Gotshal & Manges requested an allowance of final 
compensation in the sum of $11,000, together with reimbursement 
of disbursements in the sum of $338.21. The application ee 
that during the time that Weil, Gotshal & Manges acted as general 
counsel for the Receiver it had expended 184 hours in the rendi- 
tion of professional services and in continuation of the services 
rendered by Seligson & Morris, all of which had contributed to 
the moneys and other properties which were turned over to the 
Trustee in Bankruptcy by the Receiver aggregating almost $1 
million. Annexed to the application is a 19-page letter describ- 


ing the scope and nature of the services rendered in the 
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representation of the Receiver by Weil, Gotshal & Manges and its 
predecessor general counsel. These services materially benefited 


the bankrupt estate. 


11. On December 4, 1974, five years after the reten- 
tion of Weil, Gotshal & Manges, the Bankruptcy Judge rendered 
his certificate pursuant to Bankruptcy Rule 16(c) recommending 
certain allowances of compensation for services rendered on be- 
half of the bankrupt estate. 

12. The said certificate dealt with the following 
applications and made the recommendations of compensation 


hereinafter set forth:* 


Name of +’ Compensation Compensation 
Applicant Requested Recommended _ 


John T. Collins, $29,301.07 $29,301.07 
as Equity Receiver 

and Bankruptcy 

Receiver (final 

compensation) 


Paul, Weiss, Rifkind $36,984.00 $36,984.00 
Wharton & Garrison, 

Attorneys for the 

Equity Receiver and 

Special Counsel to 

the Bankrurtcy Receiver 

(final compensation) 


Seligson & Morris, $33,421.25 $33,421.25 
Attorneys for Bank- : 

ruptcy Receiver and 

Special Counsel to 

Equity Receiver (final 

compensat:.on) 


EEE 


The certificate also dealt with applications for compensation 
requested by certain certified public accountants. These 
applications were not affected by the amended certificate 
which is discussed infra and no further reference will be 
made to those applications. 
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|| Name of Compensation Compensation 
|| Applicant Requested Recommended _ 
Weil, Gotshal & Manges $11,000.00 $11,042.50 


Attorneys for Bank- 
ruptcy Receiver 
(final compensation) 


Irving Schneider, $ 7,000.00 $ 7,000.00 
Attorney for Bankrupt 
(final compensation) 


Alex L. Rosen, $125,000.00 $70,000.00 
Special Counsel for 

Trustee in Bankruptcy 

(interim compensation) 


Neil Moritt, $125,000.00 $70,000.00 
General Counsel to 
Trustee in Bankruptcy 
(interim compensation) 
vy’ 13. In respect of the application of Seligson & 
Morris, the certificate stated, in part: 
"The professional services performed 
were of extremely high quality and 
the results obtained would fortify 
that view." (Certificate, page 13) 
The persons who rendered those services continued to render the 
services required by the bankrupt estate subsequent to December 


1, 1969, but as representatives of Weil, Gotshal & Manges. 


14. In respect of the application of Weil, Gotshal 


& Manges, the Bankruptcy Judge stated: 
"An examination of this application [of 
Weil, Gotshal & Manges] «nd the Seligson 
& Morris application offe.s suizicient 
support for the allowances sought." 
Accordingly, it was recommended that Weil, Gotshal & Manges 


be allowed compensation in the amount requested. 


15. No creditor cf the bankrupt estate objected 
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to the applications for allowances of compensation filed by 


|| Seligson & Morris and Weil, Gotshal & Manges and no person ap- 


|| peared in opposition or objection to the certificate rendered by 


| the Bankruptcy Judge dated December 4, 1974, when that certificate 


f TY 


came on for hearing before this Court on December 10, 1974 The 


| cexctificate was remanded to the Bankruptcy Judge for further 


| eonsideration. 


THE REMANDED PROCEEDINGS 


16. Subsequent to the remand of the certificate dated 


| ; 
| December 4, 1974, a further hearing was held before the Bank- 
| 


"selevant to the issue as to the reasonableness of 


- 


ruptcy Judge 


the compensation sought and the recommendations to be made." 
The Bankruptcy Court received further testimony and thereafter 


rendered an amended certificate pursuant to Banl.cuptcy Rule 


16(c), which amended certificate is dated February 26, 1975: 


‘ 


The amended certificate was not placed upon the Miscellaneous 
Motion “Zalendar of this Court and no notice of hearing in connec~ 
| tion therewith was given to any of the applicants who are the 


subject of the amended certificate. 


THE AMENDED CERTIFICATE PURSUANT 
| TO BANKRUPTCY RULE 16(c) AND THE 
i RECOMMENDATIONS CONTAINED THEREIN 


17. The amended certificate dated February 26, 


1975, represented a substantial revision of the original 


certificate dated December 4, 1974, in respect of the 


| recommendations of compensation to be allowed to the Receiver 
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and the various attorneys who had filed applications for 
allowances of compensation. In each such case, the amended 
certificate recommended a reduction in the amount of compensa- 
tion previously recommended and sought by the respective appli- 
cant. The differences between the original certificate and the 
amended certificate in respect of the parties affected thereby 
are hereinafter set forth: 

Amount Recommended Amount Recommended 


Name of in Original in Amended 
Applicant Certificate Certificate _ 


John T. Collins, $29,301.07 $20,000.00 
as Equity Receiver 
and Bankruptcy 
Receiver 
pe 
Paul, Weiss, Rifkind, $36,984.00 $30,000.00 
Wharton & Garrison, 
Attorneys for the 
Equity Receiver and 
Special Counsel to 
the Bankruptcy 
Receiver 


Seligson & Morris, $33,421.25 $30,000.00 
Attorneys for the 

Bankruptcy Receiver 

and Special Counsel 

to Equity Receiver 


Weil, Gotshal & Manges, $11,042.50 $ 6,000.00 
Attorneys for Bank- 
ruptcy Receiver 


Irving Schneider, $ 7,000.00 $ 6,000.00 
Attorney fox Bankrupt 


Alex L. Rosen, $70,000.00 $45,000.00 
Special Counsel for 
Trustee in Bankruptcy 


Neil Moritt, $70,000.00 $40,000.00 
General Counsel to 
Trustee in Bankruptcy 


159a 


Motion for Hearing and Reconsideration 


18. On March 3, 1975, on the same day that I received 


a copy of the amended certificate in the mail, this Court render- 


in the amended certificate. In so doing, this Court stated that 
after it had reviewed the original certificate, it has requested 


the Bankruptcy Court "to review the applications with a view to 


ascertaining duplication of effort, if any, and the scale of fees 


as of the date the services were rendered, not as of the date of 


the application." The court also noted what appears to be 


the crux of the purpose for the remand and the ratio decidendi 


of the approval of amended certificate, in the following manner: 


< 


"The total of the original reauests 
amounted to about $430,000. The 
original recommendation for allowan- 
ces totaled about $335,000. The 
amended recommended allowances 
amount to about $250,000." 


THE ALLOWANCE OF COMPENSATION AS FINALLY AWARDED 
TO WEIL, GOTSHAL & MANGES DOES NOT REPRESENT THI 
FAIR VALUE OF THE PROFESSIONAL SERVICES RENDEREI 


19. The compensation allowed to Weil, Gotshal & 
Manges by the order dated March 3, 1975, represents a reduction 
of approximately 45% from the amount of compensation originally 
recommended vy the Bankruptcy Judge. While I am extremely 
cognizant of the necessity on the part of the Court to avoid 
any "vicarious generosity" in the granting of compensation 
in bankruptcy cases, I respectfully submit that the reductio1 
from the original recommendation to the amount finally awarded 


is excessive and inequitable in the circumstances. 


“38s 
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20. The amended certificate dated February 26, 1975, 
| does not state any reason for the drastic reduction made in the 
amount of compensation requested by Weil, Gotshal & Manges. Al- 
though the Court's order of March 3, 1975 refers to its request 
that an ascertainment be made on duplication of effort and scale 
of fees, both said order and the amended certificate are silent 
as to any duplication of effort by Weil, Gotshal & Manges or any 
excessive scale of fees on its part. 

21. During the period of its retention, Weil, Gotshal 
& Manges, as aforesaid, expended 184 hours of services required 
in the administration of the bankrupt estate. Based upon the 
compensation awarded by the Court those services are to be com- 
pensated at the rate of $34 per hour. This is a rate which must 
be conceded to be substantially below that which would have 
charged to a private client at the time the services were ren- 
dered and for whic: a private client would have paid at the time 
the services were rendered. In contrast, Weil, Gotshal & Manges 
has been required to wait over five years to receive any compen- 
sation at rates substantially below those in effect at the time 


the services were rendered. Moreover, during the five year 


period, there has been an approximate inflation rate of 35%. 


On that besis, the compensation approved by the Court, when re- 
ceived, wculd have a real value of less than $24 per hour. 

22. The inequity of the compensation granted to 
Weil, Gotshal & Manges is underscored when compared to the 


compensation allowed to the special counsel and general 
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| counsel for the Trustee on an interim basis. The special counsel 
for the Trustee in Bankruptcy applied for compensation in the 
amount of $125,000. The application filed by him states that 
during the course of his engagement he expended 1,270 hours. 

The original certificate recommended an allowance of $70,000. 

The amended certificate recommended, and this Court approved, an 
interim allowance of $45,000. Thus, the special counsel on an 
interim basis is to receive $35 per hour for services rendered 
while my firm is to receive $34 per hour as final compensation. 

A comparison of the compensation awarded to the general counsel 


for the Trustee on an interim basis likewise reflects the un- 


fairness’‘resulting from the very substantial reduction made in 


the amended certificate as to the compensation to be awarded to 
Weil, Gotshal & Manges. 

23. It is also noted that no determination has been 
made as to the request for reimbursement of disbursements actual- 
ly incurred by Weil, Gotshal & Manges in relation to the profes- 
sional services rendered, which disbursements aggregate $331.48 
It is requested that reimbursement of such disbursements be 
allowed. 

24. Neither the amended certificate nor the order of 
this Court set forth any basis justifying the reduction of over 
45% in the amount requested as compensation by Weil, Gotshal & 
Manges and the amount allowed. The professional services ren- 


dered herein were of high quality and benefit to the bankrupt 


estate and its creditors. Applications for allowances of 
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compensation in such circumstances should not be reduce: .or the 
sole purpose of establishing that attorneys should not be allowed 
awards of compensati 
test to be applied should be the value of the services, the 

| with which they were rendered, the results achieved anc 
expended. Based upon the applicable determinative factors 


compensation awarded is neither fair nor reasonable. 
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